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In The Tax Court of the United States 


Docket Nos. 51491, 51526, 51527, 51528, 51529, 
51530, 51531, 51532, 51533, 51534 


FRED C. NIEDERKROME; E. ROYCE AND 
DORA F. ROYCE; EZRA ROYCE; B. 
ROYCE; ESTATE OF ISABELLE H. 
ROYCE, DECEASED, ET AL; B. ROYCE 
AND ESTATE OF JSABELLE H. ROYCE, 
DECEASED, ET AL; ROBERT T. JACOB 
AND AGNES C. JACOB; ALBERT L. 
SCHNEIDER; ALBERT L. SCHNEIDER 
AND BERTHA SCHNEIDER; BERTHA 
SCHNEIDER, Petitioners, 


VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


TRANSCRIPT OF PROCEEDINGS 


Courtroom, U. S. Court of Appeals, 
U. 8. Court House, Portland, Oregon. 
Monday, May 9, 1955. 


The above-entitled matter came on for hearing, 
pursuant to notice to the parties, at 10:12 o’clock 
a.m. 

Before: Honorable Ernest H. Van Fossan, J., 
Presiding. 

Appearances: Mr. Randall S. Jones and Mr. 
R. T. Jacob, Portland, Oregon, for the Petitioners. 


314 Fred C. Niederkrome, et al., vs. 


Mr. John D. Picco, Bureau of Internal Revenue, 
Portland, Oregon, for the Respondent. [1]* 


or oe Or ee, 


ROBERT T. JACOB 
a witness called on behalf of the Petitioners, first 
having been duly sworn, testified as follows: 

The Clerk: Wall you please state your name and 
address for the record? 

The Witness: Robert T. Jacob, Portland—— 
(interrupted) [27] 

The Clerk: Robert E. Jacob? 

The Witness: Robert T. J-a-c-o-b, Portland, 
Oregon. 

Direct Examination 

Q. (By Mr. Jones): Mr. Jacob, how long have 
you been a resident of Portland, Oregon? 

A. About forty years. 

Q. And you are married, and your wife’s name 
is what please? A. Agnes C. Jacob. 

Q. And you and Mrs. Jacob are the Petitioners 
in Docket Number 51531, involved at this trial? 

A. Thaseis correct. 

The Court: Mr. Jones; Mr. Jones, if you will 
kindly indicate if you can, at each breaking point, 
where the testimony is to be applied—which issue. 

Mr. Jones: The testimony of this witness will 
be pertain—pertain solely and exclusively to the 
main issue, the issue of the Oregon Motor Stage 
stock purchase and redemption. 


*Page numbers appearing at top of page of Reporter’s Orig- 
inal Transcript of Record. 
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The Court: Bear that in mind throughout the 
case. 

Mr. Jones: Yes, thank you very much. 

Q. What is your occupation, Mr. Jacob? 

A. I am an attorney. 

Q. And you are an attorney—attorney admitted 
to practice in the Courts of Oregon for a good 
many years? A. Since 1926. [28] 

Q. Now—I am trying to, your Honor, keep 
from applying the facts which I think we have 
stipulated—those which are asked as evidence, so 
I am skipping something here—were you interested 
with other people in acquiring some of the stock 
of the Oregon Motor Stages in the year 1945? 

A. J was. 

Q. Would you name who those parties were? 

A. They were E. Royce, B. Royce, F. C. Nieder- 
krome, A. L. Schneider, L. R. Bentson—B-e-n-t- 
s-o-n, and myself. 

Q. Now, E. Royee is also called sometimes Ezra 
Royce or Roy Royce, is that right? 

A. That is correct. 

Q. And B. Royce is sometimes called—his name 
is Barney Royce? 

A. Bonnie, yes. He is called Barney, but his 
name is Bonnie, B-o-n-n-i-e. 

Q. Now, would you please tell us about the ne- 
gotiations for the purchase of that stock which you 
were interested in? 

A. Sometime in April or May of 1945, Mr. 
Schneider learned of the fact that this stock of 
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Oregon Motor Stages was for sale. He contacted 
the then owners of the stock, and communicated 
the fact to Mr. E. Royee that the stock was for 
sale, amd from then on, Mr. Royce and he started 
to talking to different individuals about purchas- 
ing some of the stock, and I was one of the group 
whe was interested in bnying the stock, and as a 
result, agreed to take a hundred shares of [29] the 
—af the stork, along with others who were plan- 
ning on acquiring other shares. 

Q. Now, how many shares did the group, ex- 
eept for Mr. Bentaon, expect to talk about? 

A. We expected and wanted to buy only four 
hundred shares. 

Q. And what were you going to do ahout the 
other three hundred and fifty shares? 

A. Omrginally, we diseussed with Mr. Frank 
McColloeh. the attorney for the selling group, the 
matter of giving the corporation an option to ae- 
quire these shares, and he drafted a form of agree- 
ment, in that direction. Then, too, we were—we 
were disenssing the matter of aéquiring additional 
Shares with other individuals, and while—during 
the time that these matters were pending, Mr. L. R. 
Bentsen, of Vancouver, B. C., eame to Portland 
und he expressed an interest in acquiring some of 
the shares. 

Q. Now, before we go mto Mr. Bentaon’s ar- 
rival here, who were some of the people that yon 
were dis*mesing this with to take seme of the three 
fifty? 
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a Mr Av AH. Wenck of Seattle, and Mr. lance 
Rothelild of San Franeisco. 

@. And were they men of sufficient means so 
that they could have done so? 

A. ‘They were men of considerable means. Mr. 
Rothelnld particularly was a very wealthy man. 

Q. And then when did you first meet Mr. Bent- 
son yourself? [30] 

A. I met him sometime during the middle or 
Jatter part of June, 1945. I met him at the home 
of Mr. Royee—. Royee. 

Q. And what kind of an appearing man was 
Mr. Bentson? 

A. Mr. Bentson made a very good appearance. 
He was a man—very intelligent and alert at that 
time, and I was quite impressed with his stability. 
I was informed that he had been « successful min- 
ing operator in Alaska; that he had taken from a 
gold mine—placer gold mine, something in exeess 
of eight hundred thousand dollars, and his dress 
and appearance was that of a very substantial sort 
of man. 

Q. Well, after you met him, how did you learn 
through—how did you learn that he would be m- 
terested in aequiring any of the stock of the Port- 
land—or of the Oregon Motor Stages? 

A. Well, he had been in Portland, I think, some 
days when I met him, and he told me that he had 
been discussing this proposition with Mr. Royee— 
Mr. E.—well, probably with both E. and B. Royee, 
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but anyway, he said he had been discussing it, and 
he was interested in acquiring the stock. 

@. Was there any discussion between you and 
the others of this group, except him, about his ac- 
ceptability to your project? 

A. Well, it developed as a matter of course, that 
he was accepted. 

Q. And then from the time that you decided 
to go ahead with him, other negotiations, I sup- 
pose (interrupted) 


A. We dropped—we dropped the other negotia- 
tions, yes, and [31] went ahead with him. 

Q. All right. Now, how did he happen to—do 
you know how he happened to get in touch with 
anybody at American Business Credit Corporation ? 

A. I introduced him and Mr. Royce to George 
W. Davidson, who was then the Vice President and 
Manager of ABC here in Portland. I had been in- 
strumental in getting some financing done by ABC 
for some other clients, and so I introduced Mr. 
Bentson and Mr. Royce to George Davidson, and 
the negotiations about the loan were carried on 
from there by them. 

Q. Now, is Mr. Davidson still living? 

A. No, he’s deceased. 

@. And what about Mr. Bentson ? 

A. He’s deceased also. 

Q. Do you know what was—were you present 
at any of the negotiations between Mr. Bentson 
and Mr. Davidson? 
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A. No, after I introduced them, they went on 
from there. 

Q. Now, there are, I think going to be admitted 
on stipulation in this case, some receipts given by 
Mr. Bentson to you, Mr. E. Royce, B. Royce, Mr. 
Niederkrome and Mr. Schneider, for stock. What 
was the purpose of those? 

A. That was the loan to Mr. Bentson of our 
security as we understood it, ABC required Mr. 
Bentson to borrow our stock to be pledged along 
with his as security for this loan. 

Q. Why were you people willing to give your 
stock for security [32] for someone else’s loan? 

A. Well, simply because we wanted to pledge 
our stock, and we understood that Mr. Bentson, 
his funds were all in Canada, and were blocked 
by reason of war regulations in existence at that 
time, and I understood also that because he was a 
Canadian citizen, that the ABC required additional 
security, and we saw—we had no objection to loan- 
ing our collateral to him. 

Q. From the standpoint of a potential investor 
in 1945—in June of 1945, what was the appearance 
of Oregon Motor Stages? 

A. It was excellent. They had had a very fine 
earning record, and they were in good financial 
condition, and although their equipment was be- 
coming somewhat worn, and some of it decidedly 
antiquated, they still were doing an excellent busi- 
ness, and their earnings had been in excess of a 
million dollars. In one years—in one year, I 
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believe in excess of two million dollars, and they 
had been paying substantial dividends, and the 
prospects were still very good at that time because 
the war was still on. 

@. Well, what was your own attitude at the 
time with respect to the probable ending of the 
war—the effeet upon that business ? 

A. Well, we—we had no idea, of course, about 
that. None of us knew about the existence of the 
atomic bomb, and we expected the operation to 
continue at the then pace for an indefinite period. 
We had no—it was true that the—Germany had 
eapitulated, but according to our information, there 
was still considerable danger so far as Japan was 
concerned, and we had no idea—Russia was being 
[33] asked to come into the war. We had no idea 
how long it would continue, or whether it might be 
a year, two years or what. 

Q. Well, was there any thought by you or the 
people that you were with there, of a quick clos- 
ing? 

A. No, not at all. We had no idea that there 
would be. 

Q. All right. Now, then, what type of business 
patronage did Oregon Motor Stages have, in con- 
nection with (interrupted) 

A. A good part of it was from the camp at 
Camp Adair, Oregon, which was located just out 
of Corvallis, and a lot of it was the Tongue Point 
Naval Station, and the Auxiliary Stations in As- 
toria, and our longest run was from Portland to 
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Astoria, and that, of course, was one of the most 
prolific sources of income that the company had 
at that time; and another thing too, the gas ration- 
ing made the use of private automobiles rather re- 
strictive, and we were enjoying a very substantial 
patronage from the civilian trade. A lot of it was 
even local trade, from the outlying suburban towns 
into Portland during the war activity. 

Q. Mr. Jacob, what area did the company’s 
franchises cover? 

A. Covered the operations from Portland 
through to Oregon City and down to Tillamook, 
through McMinnville, out through Corvallis to 
Salem, and down to Newport, and from Newport 
to Astoria, and from Astoria to Portland by way 
of the River Road and also Sunset Highway. Then 
we had local service to Forest Grove, and to Me- 
Minnville, to Newberg, and Reedsport—a number 
of the local suburban towns in this locality. Be- 
sides, we had the City operation in [84] Salem and 
Eugene, and there was a run too, from Eugene over 
to the coast. 

Q. That was all franchised territory ? 

A. All under franchise—permanent operation. 

Q. Permanent operation ? A. Yes. 

Q. Now, after you had decided—your group 
there had decided to take in Mr. Bentson, what took 
place ? 

A. Then we arranged to acquire cashier’s checks 
for the respective amounts that were to be paid. 
After acquiring the checks, we met in the board 
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room of the First National Bank, Main Branch, 
at which all of our group, I believe, except B. 
Royce might not have been there. Were there, Mr. 
L. D. Jones of the selling group, and Mr. Lemon 
and Mr. Frank McColloch, an attorney who was 
representing the group were there, and Mr. Bent- 
son, of course, was included—I meant to include 
him in our group. He was there. 

Q. And what took place there? 

A. We met around the table and the stock of 
one of the stockholders was—the share with the 
certificate was issued to Mr. E. Royce, and he 
qualified as a Director. Then one of the retiring 
Directors submitted his resignation, after Mr. 
Royce was elected, then the meeting continued. 
Another Director was elected after the resignation 
of one of the outgoing directors and so on until 
the old Board retired and the new Board was 
elected. When that was accomplished, the cashier’s 
cheeks were delivered to Mr. MecColloch, [35] I 
believe, as representative for the group, and the 
stock was issued in the names of the respective 
purchasers according to the number of shares that 
each had purchased. j 

Q. You all got stock certificates? 

A. All got stock certificates 1s correct. 

The Court: Is that Mr. McColloch, C. E. Me- 
Colloch, or Frank McColloch? 

Mr. Picco: No, it’s Frank, your Honor. 

Mr. Jones: And that is M-e-C-o-]l-l-o-e-h. He is 
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a brother of Judge Claude McColloch, of the Fed- 
eral bench. [86] 

Co fa fo jp 3 

Q. (By Mr. Jones): Mr. Jacob, I am handing 
you the Petitioner’s Exhibit Number 32 for identi- 
fication, and I am asking you if this is your signa- 
ture on it, and if so, to explain what it is? 

A. That is my signature, and Petitioner’s Ex- 
hibit 32 for identification is Oregon Motor Stages 
Certificate of Common Stock, Number Seventy- 
seven, for three hundred and fifty shares, and is- 
sued in the name of L. R. Bentson; dated July 2nd, 
1945. 7 

Q. Now, I notice that it is endorsed in blank on 
the back of it. Will you tell us about where and 
when those endorsements were put on, if you know? 

A. These endorsements—the endorsements were 
made at the meeting I have just described. Mr. 
Bentson signed, and his signature was witnessed by 
Mr. Frank McColloch. 

@. And then was that given to ABC? 

A. it was delivered to a representative of ABC 
at that time. 

Q. At any time we use “ABC” the record can 
show that that is “American Business Credit Cor- 
poration,’”’ the Oregon company. If [387] we want 
to speak of the Delaware Company, we will say 
“the Delaware Company.”’ 

Mr. Jones: Now, I would like to offer this certi- 
ficate in evidence. (Exhibit handed.) 

Mr. Picco: No objection, your Honor. 
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The Court: ILtowill beweceived. Tixemiites2: « 

(Petiticner’s Exhibit 32, witness Jacob, re- 
ceived in evidence.) 

Q@. (By Mr. Jones): Now, Mr. Jacob, were cer- 
tificates similar to that made at the same time, 
under the same circumstances to you for a hundred 
shares, to Ma. IK. Royce for the hundred and forty- 
five shares, to Mr. B. Royce for fifty shares, to Mr. 
Niederkrome for fifty-five shares, and to Mr. 
Schneider for fifty shares? A. They were. 

Q. Were they all endorsed in the same manner? 

Ae Ewactly. 

— Q. And at the same time, were they also deliv- 
ered to ABC? 

A. They were. They were all endorsed and our 
signatures were witnessed by Mr. McColloch in 
those instances. 

Q. That was after you had loaned them to Mr. 
Bentson, and taken his receipts? 

A. They were—that was one of the steps in 
making of the loan, yes. 

Q. All right. 

Mr. Jones: I will, just for—these are already 
going in [88] evidence—they have already—we 
have a proposed—proposed paragraph in our stip- 
ulation that certain exhibits, unless they are ob- 
jected to and the objection sustained, will be 
deemed to have been received in evidence, your 
Honor, and what I am handing Mr. Jacob now, 
are the Petitioner’s Exhibits 2, 3, 4, 5 and 6—are 
all in that category. They may be marked later, 
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because I had pencilled numbers on them that the 
Clerk can pick them up from. I just would like 
to show them to the witness, and then to ask a 
question about them. No objection to that? 

Mr. Picco: No objection to those exhibits, your 
Honor. They will be attached properly and identi- 
fied in the stipulation. 

The Court: They may be received at this time 
then. 

Q. (By Mr. Jones): All right. Now, are those 
Exhibits of the Petitioner, 2 through 6, the receipts 
that you have been mentioning which were given 
by Mr. Bentson for the borrowing of your respec- 
tive shares? A. That’s correct. 

Q. Do you know whether—do you know where 
Mr. Bentson signed a promissory note—the prom- 
issory note that he signed in this case, were you 
present when he signed it—you were there when 
he signed? A. No, I wasn’t; I was not. 

Q. You didn’t see it signed? 

A. No, I didn’t. 

Q. Now, Mr. Jacob, when you were—you men- 
tioned purchasing [389] a cashier’s check. Was 
that purchased before you went into this room? 

A. That’s right. 

Q. And were you and Mr. Royce and Mr. Nie- 
derkrome—Mr. E. Royce, B. Royce, and Mr. Nie- 
derkrome and Mr. Schneider together when this was 
purchased ? 

A. We were all there, I think, except Mr. B. 
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Royce. I don’t recall with respect to him, but all 
the rest of us were. 

Q. Is this a copy—this Exhibit 8, a copy of the 
order for the checks that you wanted issued as 
eashier’s checks? 

A. It is, and the numbers of the respective 
cashier’s checks are inserted—were inserted by the 
issuing teller. 

Q. And those totalled four hundred thousand 
dollars’ worth of cashier’s checks? 

A. That’s mght. 

Q. Iam speaking for the—(interrupted) 

Mr. Picco: What Exhibit is that? 

Q. I am speaking now for the record of Ex- 
hibit Number 8. Now, each of you people individu- 
ally—(interrupted ) 

The Clerk: They are going to be attached to the 
stipulation, so I don’t mark them. 

@. All right. Did each of the individuals that 
are—that you have last mentioned, pay over their 
own money at that time? 

A. Well, I—it is my recollection they did. I 
don’t—(interrupted) [40] 

Q. Well, you paid your money though? 

A. I paid mine, and I know the monies were 
paid in at that time, but I don’t remember who 
paid in what. I just know that we were all there 
together, bought our cashier’s checks, and went on 
up to the meeting. 

Q. What I am trying to say, you put enough 
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money together—you each contributed up—enough 

—there was four hundred thousand dollars there ? 
A. That’s right. 


Q. It was shoved across the counter, and you 
got these cashier’s checks back? 

A. That is what happened. Who had the money, 
all of it, nor how much, I don’t recall that. 

Q. Now, were you present when Mr. Bentson 
purchased two ecashier’s checks? 

A. I don’t recall whether I was at the window 
at the time or not, but I know he was—I recall his 
being in the lobby, and purchasing checks. I don’t 
recall whether I was at the window at the time or 
not, but I remember that he was there, in the 
lobby at the time, with the check of ABC for the 
purchase of the—(interrupted) 

Q. Was Mr. Davidson with him? 

A. No, he was not. There was a representative 
of ABC there, but I don’t recall who it was; but it 
was not Davidson, I remember. 

Q. Was Mr. Davidson at the meeting? 

A. No, he wasn’t. [41] 

Q. But some ABC. representative was at the 
meeting ? A Wei rieht- that’s right. 

@. Did you ever hear anything—were you pres- 
ent when the note was signed ? 

A. No, I wasn’t. 

Q. Did you ever hear Mr. Bentson say why he 
wanted to purchase into this business ? 

A. Yes, I did. ) 
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Q. What did he say? 

A. He said that he had watched his nephews in 
their operations and they had been quite successful, 
and that he wanted—he had spoken to them on dif- 
ferent occasions previously, requesting that at some 
time, he be permitted to acquire an interest in some 
of the projects they were going into, and his rea- 
sons for it was that he said he had a niece in Port- 
land, was the only relative that he had, and he 
wanted to create an estate for her here in Oregon, 
and that is what his reason, he said, for being in- 
terested. 

Q. Mr. Jacob, you had mentioned that this 
Oregon Motor Stages had a history of good earn- 
ings—do you know whether Mr. Bentson had been 
informed of that? 

A. He had—he was, very definitely, and I know 
that he camped on Mr. Schneider’s trail here for 
several days, in connection with the operation be- 
fore he went into it, and Mr. Schneider would know 
exactly what was done in that respect, but I knew 
that he was with Mr. Schneider for quite some time 
before he decided finally to go [42] into it. 

Q. Well, now, when did you first learn that Mr. 
Bentson wanted to get out of the sales of the stock? 

A. Well, it was some time in the latter part of 
August. 

Q. And how did you find that out? 

A. Well, he eane to Portland again, andeasel 
recall, he came in with Barney Royce, who lived in 
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Vancouver, Washington, and said that he wanted to 
get out; that he had—that the end of the war had 
changed the prospect of matters, and he preferred 
to retire from the operation, dispose of his stock. 

Q. Do you know whether or not he addressed 
some sort of a communication to the corporation or 
the President concerning that desire? 

A. He did; he did, yes. 

Mr. Jones: Mr. Picco, have you photographed 
that—(nterrupted) 

Mr. Pieco: We have the original here. Of course, 
that is also in the stipulation. [43] 

*¥ + * KF 

Q. (By Mr. Jones): I am showing you Ex- 
hibit 9—is that the communication that you referred 
to? A. That’s right. 

Q. Now, after that communication was received, 
what action, if any, was taken, by the (inter- 
rupted) 

A. Well, a meeting of the Board of Directors 
was had, and this communication was considered 
and acted upon, and it was voted to acquire Mr. 
Bentson’s stock, and after—after that action, a 
eheck for three hundred and fifty thousand dollars 
was issued to Mr. Bentson. 

Q. Did you ever see the check—that is, prior to 
the time it was delivered to ABC? 

A. I don’t recall seeing it even before or after, 
except photostatic copies. I had nothing to do with 
the writing of the check or I don’t recall seeing it. 

Q. I want to show you what is the stipulation 
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Exhibit number 10, and ask you if that is a photo- 
static copy of the check you are speaking of? 

tes, Ttamiise 

Q. Now, my question is, did you—did you ever 
see the check or have you only seen the photostatic 
copy of it? . 

A. I recall at the time that the photostat was 
obtained that Mr. Royee—this was after though. 
This was some years after the—its issuance. Mr. 
Royce and I went to the bank to see about getting 
a photostatic copy, and we found that the check 
was kept over on the [44] East Side, at one of the 
branches of the bank, and I don’t believe I went 
over there and looked at it. If I did, I don’t recall 
it, but I had nothing to do with the signing of: it. 

Q. Well, is it true then, that you have never seen 
—you never saw the actual check? 

A. I don’t recall that I ever saw it, unless I saw 
it in the hands of the bank which retained it after 
it was certified. 

Q. I see, but you never saw it before it was 
negotiated and went back to the bank? 

A. No. 

Q. That is the point I wanted to keep in mind. 
Now, did you have any interest whatever in this 
three hundred and fifty shares of stock purchased 
by Mr. Bentson ? A. None whatsoever. 

Q. Did you put up any money for any part 
of it? A “Notta do) lang, ir. 

Q. Did you get any benefit out of either its pur- 
chase or sale? 
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A. If I did, I don’t know what it was. I cer- 
tainly can say that I got none whatsoever, actual 
benefit out of it. The question as to whether the 
stock I retained was worth more or less is one that 
is open to argument. I think that our stock was 
worth less after—even after the amount was paid 
over to Bentson. Certainly, the book value of the 
stock went down considerably, and I think, too, the 
earning capacity of the corporation was depleted. 

Q. Did you ever have any expectation of getting 
any benefit out [45] of any of the shares purchased 
by Bentson? A. None whatsoever. 

@. In any way? A. None whatsoever. 

Q. Did you have—ever have any agreement with 
anybody that you would get any benefit, direct or 
indirect out of that purchase? 

A. I certainly did not. 

Q. Now, when this stock was turned in by Mr. 
Bentson, was it cancelled? A. Yes. 

@. And the capital of the—the capital structure 
of the corporation, its authorized shares of—of 
(interrupted) 

A. Seven hundred and fifty. 


@. ——seven hundred and fifty shares of par 
value of a hundred was reduced to (inter- 
rupted) A. Four hundred shares. 

Q. Of a par value of a hundred? 

A. Right. 

Q. And those shares have never at any time been 
reissued 2 A. They had not. 


Q. Was the capital changed up again? 
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A. It has been reduced sueeessively sinee. 

Q. Now, there were some other sums paid, I be- 
lieve, by ABC to—paid to ABC by Oregon Motor 
Stages at the time that this redemption was made— 
they are mentioned in our stipulation (inter- 
rupted) [46] 

A. My. Jones, there was one payment made 
prior—on the statement from Mr. Davidson, to Ore- 
gon Motor Stages, I believe, representing a charge 
for services, according to the reading of the state- 
ment, and that was charged on the books of Oregon 
Motor Stages as ‘‘professional services,’’? whereas, 
it was my understanding, and I thought all the 
time that it had been charged to Mr. Bentson— 
Should have been charged to L. R. Bentson, but I 
had nothing to do with the accounting, nor the 
charge, but it is my understanding that it would be 
and that it had been charged to Bentson. 

Q. When did you find out the first time that it 
wasn’t charged to CGnterrupted) 


A. When the Revenue Agent started making his 
investigation of the transaction. 

Q. And what did the Revenue Agent’s report 
show with respeet to that? 

A. Well, it showed it was charged on the books 
of Oregon Motor Stages to an expense aceount, in- 
stead of being charged as an aecount receivable to 
Mr. Bentson, 

@. And then what did the Revenue Agent pro- 
pose doing then? 
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A. Well, he disallowed it as a deduction on the 
part of Oregon Motor Stages. 


Q. Oregon Motor Stages conceded—(interrup- 
ted) 

A. They conceded that it was erroneously deduc- 
ted, and the same was true of the amount of interest 
which Mr. Bentson made as a stipulation—as a con- 
dition to surrendering his stock, that the [47] com- 
pany pay ABC the amount of interest charged, and 
that was also charged to ‘“‘interest expense,’’ erro- 
neously so at the time,—was disallowed by the Rev- 
enue agent and admitted by the—by us that it was 
improperly charged. 

@. Did you know anything about that charge 
either at the time? A. No, I didn’t. 

Q. Well, wouldn’t that—wouldn’t that have been 
—I don’t express any opinion one way or the other, 
but would that have been a proper charge under 
the terms of his—(interrupted) 

A. To expense? 

@. Yes. 

A. Well, I don’t know. I hadn’t considered it 
fully, and—but I assume not. I don’t know—it—it 
may have been, either that, or part of the cost of 
the stock. More likely, it would represent a cost of 
the stock, rather than an expense item. 

Q. As far as you know, or have any knowledge 
of, did any of the parties I am going to name—E. 
Royee, B. Royce, Schneider or Niederkrome, re- 
ceive any benefit in any way from the purchase by 


334 Fred C. Niederkrome, et al., us. 


(Testimony of Robert T. Jacob.) 
Mr. Bentson of his three hundred and fifty shares? 

A. Absolutely not. As far as Mr. Niederkrome 
is concerned, he was required by the Interstate Com- 
merce Commission, because of his Directorship in 
another—another carrier, to dispose of his stock. 
He did so in 1946, at the identical price that he had 
paid for it, so it left him right in the position he 
was before he went into the project, and while that 
would be the extreme case, we got no more [48] 
benefit from the surrender of the three hundred and 
fifty shares than he did from the surrendering of 
his shares to another purchaser. 

Q. Well, but—my question really was whether 
you know— (interrupted) 

A. Whether they got—(nterrupted) 

Q. if any of them—whether you know 
whether any of them got or was intended to get any 
benefit out of it? 

A. I didn’t get the word “intended,” no, they 
didn’t—they didn’t intend to have any part in the 
purchase, or in any way, with the three hundred 
and fifty shares. 

Q. And do you know whether or not there was 
any agreement that they would participate in any 
way, or for any benefit whatever in those three fifty 
shares ? 

A. There was absolutely no agreement that I 
had any knowledge of. 

Q. Now, how did the earnings of Oregon Motor 
Stages go after the war was over? 
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A. Well, they started to decrease, and steadily 
decreased, from something over two million down 
to less than a million dollars, in gross revenue. 

Q. Except, I think, there was one year, when 
there was a little spurt there? 

A. Probably—probably there may have been one 
year. 

Q. Now, was the redemption intended to be of 
any stock except these stock? I mean, Bentson’s 
stock? [49] 

A. You mean at the time of the —(interrupted) 

@. That it was made. That wasn’t a redemption 
for any—was that a redemption for anybody else’s 
stock—was that supposed to be a pro-rata redemp- 
tion of stock? 

A. Not at all. There was no—there was no— 
there was to be no redemption except his shares. 

Q. Now, would there have been any loaning of 
this stock except for ABC’s demands? Ao No. 

Q. Did either Mr. Bentson or Mr. Niederkrome 
have any connection with Oregon Motor Stages after 
each of them went out? A. No, they did not. 

Mr. Jones: You may cross-examine. 


Cross Examination 
Q. (By Mr. Picco): Mr. Jacob, what was your 
position in Oregon Motor Stages in 1945? 


A. Secretary. 

Q. How many shares of stock did you acquire? 
A. One hundred. 

Q. Now, did you say on direct that as far as 
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the negotiations for the purchase of stock, that you 
were active in those negotiations? 


A. Yes, I was. 
Q. Was Ezra Royce active too? 
A. Yes. [50] 


Q. Was anybody else active in the negotiations? 

A. You mean directly with the—with the sellers, 
or in what way do you mean? 

Q. That is correct. 

A. Directly with the sellers? I believe Mr. 
Schneider first contacted Mr. Jones, and then, from 
then on, my recolleetion is that the negotiations were 
continued by Mr. Royee and myself. I don’t remem- 
ber Mr. Sehneider having anything to do with it— 
with the negotiations after that time, until we met 
for the purchase of the stock. 

Q. Now, in the negotiations for the loan, were 
you active in that? y 

A. I introdueed Messrs. Bentson and Royce to 
Davidson. From then on, I was not active. 

Q. That is the only part you took in the nego- 
tiation for the loan? 

A. Introduction, that’s right. 

Q. Now, in your recollection—or do you know 
how long these negotiations for the purchase of the 
stock—how long it took for the negotiations? When 
did you start negotiations 2 

A. My recollection is it would be some time in 
May—May, 1945, and then they continued on—be 
something over a month. 


— a 
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Q. I take it you had quite a few meetings and 
conferences in connection with that—during that 
period of time? 

A. Quite a few; quite a few, that’s right. 

Q. And the negotiations lasted all the way down 
to [51] July 2, 1945, when the transaction took 
place? A. That’s right. 

Q. Now, during that time, you were trying to 
interest some additional purchasers in the purchase 
of this stock? A. Additional stock, that’s right. 

Q. Who did yeu try to interest in the purchase 
of the stock? 

A. Those with whom there was serious consider- 
ation were A. H. Wenck of Seattle, and Lance Roth- 
child of San Francisco. 

@. Those are the individuals that have been 
associated with Mr. Royce—(interrupted) 

A. Right. 

OQ, in Yellow Cab Company and other ven- 
tures ? A. That’s right. 

Q. Now, they were anxious to buy that stock, 
were they not, or do you know? 

A. I don’t know that, Mr. Picco. I remember we 
discussed it with them, and at one time, I thought 
Mr. Wenck was going to take some of it. 

Q. You, yourself, were intending to buy addi- 
tional shares of stock, were you not? 

A. I considered buying additional stock, yes. As 
a part of the second group that was being formed. 

Q. Now, you—you discussed Mr. Bentson’s par- 
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ticipation in the negotiations for the purchase of 
stock. Will you tell us how active he was in that? 

A. Well, he—after—after he got the informa- 
tion he wanted, and after he made his purchase, he 
was inactive from then on. He was not active at 
all in the company’s affairs, and neither were any of 
the rest of us, except Mr. Schneider, actually. 

Q. When did he first become interested in the 
negotiations for the purchase of the stock? 

A. Some time the latter part of June. I don’t 
reeall the exact date—I remember it was a Sunday. 
It was a Sunday evening that I went out to Mr. 
Royce’s and met him, and it was some time in the 
latter part of June. 

Q. Now, was he active during all of that time 
right down to the day of the transfer of the stock 
from the old stockholders to the new stockholders ? 

A. That’s right. He remained here in Portland, 
as I recall it, until the transaction was closed. There 
may have been a lag where he went back to Van- 
couver, but he was active around here for quite some 
time, I recall. After I—after I introdneed him to, 
Mr. Davidson, I didn’t see him again that I recall, 
until we purchased the ecashier’s checks and had 
our meeting. 

@. When do you think you introduced him to 
Mr. Bentson—or to Mr. Davidson of ABC? 

A. Well, it would be—it would be some time 
in June, I don’t know exactly—it would be some 
time the latter part of June, I will say—bhetween the 
15th and the end of the month, I would say. 
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Q. Now, did you say you knew him very well? 

A. No, I hadn’t met him until I met him at Mr. 
Royece’s. 

Q. Was his wife with him at the time? 

A. No, she wasn’t. 

Q. Do you know where he stayed? 

A. I believe he stayed with EH. Royce. He was 
out at his house when I met him, and I am not sure, 
John, whether he stayed there all the time or not, or 
whether he was with Barney part of the time, or 
what. I know, I met him at Mr. Royce’s. 

Q. Did you describe Mr. Bentson. I think you 
were trying to describe him in your direct exam- 
ination? 

A. Yes, sir, he was a very good looking Seandi- 
navian—very impressive looking, and at the time he 
was here, he was quite well-dressed in—I remem- 
ber at the meeting particularly, he made the most 
impressive presentation of anybody there. He was 
—he sat up and took part in all the negotiations, 
and seemed to be enjoying it thoroughly. He was 
dressed in a dark suit—had on a white shirt and tie, 
and to me, he made a very good impression. 

@. How—was he an elderly man? 

A. Yes, he was. He was along in years. I don’t 
know how old he was. But he was certainly alert 
and active at the time he was there. There was no 
indication of anything but a very alert man. 

Q. Now, this stock was desirable in a sense that 
profits were excellent, and it looked as if large divi- 
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dends could be obtained through the corporation, is 
that right? 

A. They had been paying substantial dividends 
and certainly, the [54] earnings had that impliea- 
tion. We thought it would be a very profitable ven- 
ture. 

Q. Had Mr. Bentson stated to you, or you found 
out that his funds, if any, were blocked in Canada? 

A. He stated at the time, that they were. That 
for that reason, he would have to make arrange- 
ments for financing here, if he were able to go into 
the project. 

@. Did he anticipate that the war restrictions 
would be lifted inside of three months? 

A. That, I wouldn’t know, John, what he antici- 
pated. 

Mr. Jones: I didn’t hear that. Would you mind 
repeating that? 

The Court: The question was, did he anticipate? 

Q. Did he anticipate that the war restrictions 
would be removed in three months—the period of 
the loan? You say you don’t know that? 

A. No, I don’t know. He didn’t—nothing was 
said about— he just simply said his funds were 
blocked, and so far as the loan being for three 
months, my understanding was that it was renew- 
able—all of the notes that I was familiar with that 
had been issued prior to that time by ABC, had heen 
issued for ninety days, and they were renewable 
continuously for quite some years. 

Q. Now, you are talking about the practice of 
ABC, or—(interrupted) 
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A. Yes, as far as—(interrupted) [55] 

Q. from your knowledge? 

A. Yes, from my knowledge, yes. 

Q. Now, you are not talking about this particular 
note, are you? 

A. No, I am talking about the practice. I had— 
I did none of the negotiating, so I wasn’t informed 
as to that. 

Q. Did you not consider that it was rather risky 
to pledge your stock on the basis of his credit, under 
the circumstances ? 

A. No, I thought he was a substantial individual, 
and I saw no particular hazard in our surrendering 


our shares as collateral. 

@. Well—(nterrupted) 

A. As a loan to him, if you will notice, the 
receipt that he gave us specifically states that it is 
being loaned—the stock was being loaned to him 
for the purpose of the pledge. 

Q. You didn’t receive any evidence. did you, 
Mr. Jacob, about any financial statement showing 
his net worth? 

A. No, I didn’t get any such statement. 

Q. Now, isn’t it true that you pledge your stock 
because you knew that Mr. Ezra Royce was—was 
liable on that note, and that everything would be 
all right? 

A. I don’t recall that I gave any consideration 
to that. I don’t recall giving that any thought. As 
a matter of fact, I don’t know when ABC said that 
they would want this pledge, I don’t recall that they 
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said that they were going to require an endorse- 
ment. 

Q. You knew little about the negotiations of 
the loan, you have mentioned that? [56] 

A. That’s meght. 

Q. Did you know or understand that the stock 
would be retired shortly, and the loan paid up out 
of the earned surplus of the Oregon Motor Stages? 

A. No, it wasn’t our intention at. all. 

Q. Now, it is stipulated—I think it is in para- 
graph 34 of the stipulation—paragraph 25 of the 
stipulation, concerning the interest payment and 
the finance charges, and the invoice that you were 
talking about, is Exhibit C—this is it right here, 
isn’t it? A. That’s right. 

Q. Now, that was paid—can you tell by that. 
The invoice was dated July 17, 1945? 

A. That’s right. 

Q. And it was stipulated that it was paid on 
July 19, 1945? A. Thatismight: 

Q. Now, you say you didn’t know anything 
about this? 

A. I—I said I thought that that was charged to 
—my understanding was it was to be charged to 
the—to Bentson. I didn’t say I didn’t know any- 
thing about it. 

Q. Are we talking about the time of this in- 
strument—Exhibit 9, July 17, 1945—do you know 
about this at that time, or are you talking about 
your knowledge of it now? 

A. No, I knew that Royce was billed, yes. I 
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mean, I knew that the company was billed by 
Davidson, yes. 

Q. But you don’t know how it was handled? [57] 

A. No, I didn’t know until—(interrupted) 

Q. Until later? 

A. Yes. Mr. Nicholson (phonetic)—(interrup- 
ted) 
+e + & 

Q. Now, you stated that George W. Davidson is 
now deceased. He was the Vice President, was he 
not, and General Manager of American Business 
Credit Corporation? 

A. Yes, that is my understanding. 

Q. You stated that George Davidson was or was 
not at the First National Bank at the time the 
transaction was closed? A. He wasn’t. 

Q. And you don’t know anything about the nego- 
tiations of the loan, involving George Davidson’s 
participation in it? 

A. Not from the time I introduced him to Mr. 
—(unfinished answer) 

Q. Now, isn’t it true that after the stock re- 
demption, there were less shares of stock, and con- 
sequently, an opportunity for larger dividends for 
the stockholders? [58] 

A. No, because there was a—there was a pro- 
rata reduction of assets by the three hundred and 
fifty shares in excess of the assets remaining as out- 
standing against the four hundred shares. Now, as 
to the operating potential, I think Mr. Schneider 
would be—who was the Manager, would be in better 
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position to explain that arrangement, but so far as 
the net worth of the company was concerned, pro- 
rata per share, it was considerably reduced. 

Q. You had a smaller group of stockholders, 
did you not? 

A. Smaller group of stockholders, but the assets 
against our stock were less than they were when 
they were at seven hundred and fifty shares. 

Q. The profits potentialities of this corporation 
remained constant, despite this transaction, did they 
not? 

A. No, they started to decline, and—(interrup- 
ted) 

@. Not because of the transaction involved ? 

A. Well, that, it could well be, because with the 
additional capital, it would have been possible to 
have acquired additional equipment, and with addi- 
tional equipment, there could have been a different 
operating schedule, and I would say that propor- 
tionately, there would be an operating potential 
which was reduced by the reduction of capital. 

Q. Now, you are there assuming—assuming some 
statements there about the equipment, are you not? 

A. About the acquisition of it? Well, I know that 
—no, I know that the equipment, a lot of it was 
antiquated, and was retired [59] and disposed of. 
I know that there were times when we could have 
used better equipment to advantage, but—I would 
say that would reduce the earning potential of the 
company. 

Q. Actually, it—it took—it was a long time be- 
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fore the business dropped off on account of loss 
of war trade, is that right? 


A. No, it dropped off the next year. The earn- 
ings for 1946 were considerably below 1945. 

Q. The revenues were still in excess of a mil- 
lion dollars a year or so after that, were they not? 

A. Yes, the one vear, I think, they exceeded a 
million—one or so—yes, I guess two or three years, 
but prior to this time, the revenues were well over 
two million. 

Q. Now, if you are—why didn’t—why didn’t you 
people, that is the Petitioners, if you please, Mr. 
Jacob, buy this stock of Bentson’s? 

A. Why did we buy it? We didn’t buy it. 

Q. Why didn’t you buy it, rather than have 
the corporation— (interrupted) 

A. Oh, why didn’t we? 

@. That is correct. 

A. Well, we didn’t—we weren’t interested orig- 
inally in acquiring any more stock. 

Q. Well, didn’t you testify that you were intend- 
ing to buy additional shares of stock? 

A. I did, but that was only an expedient—or, if 
I had to in [60] order to perfect the transaction 
with respect to the other. If I had aequired addi- 
tional shares, it would have been on the basis of 
retaining them. 

@. Did you people seek to get the—Mr. Wenck 
from Seattle and Mr. Rothchild from San Fran- 
cisco to buy his stock at that time? 
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A. Buy his—Bentson’s? 

Q. Bentson's stock? 

A. No, no; no, we did not. 

Q. Now, if you had any fears of needing capital 
for new equipment, wouldn’t that have been the way 
of doing it? 

A. You mean to have somebody else buy the 
stock on the outside? 

Q. The individuals you knew were anxious to 
buy, that rou have stated were anxious to buy— 
Mr. Wenck and Mr. Rothchild. 

A. I didn’t say they were anxious. I said at one 
time, Mr. Wenck had expressed an intention of 
going ahead in the original purchase, but he backed 
out after Bentson came on the scene, and then, 
too, in the meantime, the war had ended. and the 
picture was utterly and entirely changed from that 
time on, as to the prospects for the company. It 
was obvious that there would be—(interrupted) 

The Court: Mr. Pieco, we will take a recess at 
this time. [61] 
= < = Fe 

Cross Examination—(Continued) 

Q. (By Mr. Pieceo): In any event, no effort 
was made at the time you were considering the offers 
of Mr. Bentson to have the Oregon Motor Stages 
take over the stock—no mention was made at that 
time of trying to get other purchasers for that 
stock, as you had originally done? 

A. No effort was made, that’s right. 
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Q. That wasn’t considered ? 

A. I don’t recall whether it was considered. I 
know no effort was made. 

Q. Do you know whether Mr. Niederkrome or 
Mr. Schneider actually put up any money of their 
own ? A. I don’t know that. 

Q. For the purchase of the stock? 

A. I don’t know that, no. 

Mr. Picco: That’s all, your Honor. [62] 

See ee 

F. C. NIEDERKROME 
a witness called on behalf of the Petitioners, first 
having been duly sworn, testified as follows: 

The Clerk: Wull you please state your name and 
address for the record ? 

The Witness: F.C. Niederkrome—that is spelled, 
N-i-e-d-e-r-k-r-0-m-e. 

Mr. Jones: If the Court please, at this time, I 
will devote mv questions to the issue that the last 
witness was testifying on. 


Direct Examination 

Q. (By Mr. Jones): Mr. Niederkrome, how long 
have you lived in Portland? A. Since 1916. 

Q. What is your occupation? 

A. Accountant for the Yellow Cab Company and 
Gray Line Company. 

Q. And are you the Petitioner in Docket Num- 
ber 51491? A. Yes. 

The Court: Speak a little louder. 

Q. Now, did—(interrupted) 
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The Court: Speak just a little louder. 
Q. Did you buy fifty-five shares of the stock of 


Oregon Motor Stages? [63] A. Yes. 
Q. Were you ever an officer or Director of that 
company ? A. Yes, I was. 


Q. From what time? 

A. From July 745 until about the middle of—the 
latter part of June 746. 

@. How did you happen to release your stock 
then? 

A. Well, about thirty days or sixty days before 
I released it—(interrupted) 

Q. I can’t hear you, Mr. Niederkrome. 

A. About thirty days or sixty days before I re- 
leased my stock, I was contacted by an agent or 
examiner for the Interstate Commerce Commission, 
and he informed me that it would be necessary to 
change the ownership or dispose of my stock, or 
relieve myself of the Directorship of one of the 
other companies. 

Q. What other companies? 

A. I was a Director in the Gray Line Company. 

Q. The Gray Line Company is a transportation 
company ? 

A. It’s a transportation company, and it operates 
on a permit with the Interstate Commeree Commis- 
sion. 

Q. Now, did you—how long did these discussions 
with the ICC last? 

A. Well, they lasted probably thirty days, be- 
cause [ had several discussions with him. 
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Q. All right, now, what did you do with your 
stock? [64] 

A. Well, I finally made arrangements to sell it 
to Mi. A. L. Schneider. 

Q. Now, were you at this meeting on the—at 
the bank on July 2nd, 1945, when this transaction 
was put together? A. Yes, I was. 

Q. Now, at the time that you all went into this 
transaction, what was your attitude with respect 
to the continuation of the war? 

A. Well, at that time, there was—there was 
nothing on the horizon which would indicate that 
there was going to be an immediate cessation of 
hostilities. 

Q. And what—when the war stopped in August 
—when the fighting stopped in August, was there 
any difference—change in the outlook then? 

A. Well, there was. There was—there was— 
an apparent notice—you could notice that there 
was some change taking place. 

Q. No, I mean, with—in your attitude with re- 
spect to the business holding up of your company, 
the Oregon Motor Stages? 

A. Well, I hadn’t—I had that time, I hadn’t 
been worried too much about it. I thought it was 
okay. 

Q. Now, I am talking about the war was over, 
was there any different attitude then? 

A. In respect to the—(nterrupted) 

Q. Whether your patronage would continue on 
the same level as it had been during the war? 
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A. Well, it was apparent it wouldn’t continue. 

Q. Now, when did you first learn about Mr. 
Bentson’s desire to sell his stock? 

A. Well, I first knew about it when he submitted 
a letter to the Board. 

Q. Were you—(interrupted) 

A. With an offer. 

Q. Were you at the—were you at the Oregon 
Motor Stages Directors’ meeting when that offer 
was considered ? 

A. I think I was, yes; yes, I was. 

Q. Now, if the—why was the offer accepted? 

A. Well, based on all the facts at the time, we 
considered it to the best interest of the company 
to accept it. 

Q. And the Oregon Motor Stages then paid this 
three hundred and fifty thousand dollars to Mr.— 
(interrupted) 

A. Yes, they accepted it and paid the three 
hundred and fifty thousand dollars. 

Q). Bentson. Now, did you receive any part 
of the three hundred and fifty thousand dollars? 

& No, sir, 1 did nar 

Q. Did anybody receive any benefit from this 
payment to Mr. Bentson? A. No, sir. 

Q. Were you under any agreement—were there 
any agreements with you and the rest of them, as 
far as you know, whereby anybody would get any 
benefit from it? [66] 

A. No, there was none. 
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Q. At the time you went into it, did you ex- 
pect to get any benefit because of Mr. Bentson 


buying the stock? A. No. 

Q. ‘This redemption was only of his stock, wasn’t 
it? A. Of his stock. 

Q. Yes. A. Only of his stock. 


Q. Yes. Was there any expectation or under- 
standing that anybody would in any way be in- 
terested in his stock? 

A. Among the stockholders? 

Q. Yes. A. No, I didn’t know of any. 

Q. Except himself? A» Dhat/seright. 

Q. Now, did you realize any gain or benefit of 
any kind because of his selling his stock to the 
company ? 

A. No, I got—I received nothing of any kind, 
in the way of gains. 

Q. Was your interest limited solely and exclu- 
sively to the stock you purchased ? 

A. To the stock I purchased. 

Q. Why did you pledge your stock to Mr. Bent- 
son—or loan it to Mr. Bentson? 

A. Well, we were all interested in completing 
the deal, and [67] the ABC Company requested it, 
so I pledged my stock in order to complete the deal. 

Q. Was this done only as an accommodation to 
Bentson ? iA Pha senishit: 

Q. Have you had any connection with Oregon 
Motor Stages since July 20th, 46? 

A. None whatsoever. 

Mr. Jones: You may eross-examine. I will put 
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a limit to this witness to this issue at this time, if 
it is all right, your Honor. You may cross-examine. 


Cross Examination 

Q. (By Mr. Piceo): Mr. Niederkrome, you 
are related to the Petitioner, EK. Royce—Ezra 
Royee? A, “Wes: 

Q. What relationship ? 

A. He’s my brother-in-law. 

Q. You purchased fifty-five shares, did you not? 

A. Yes. 

Q. Of the Oregon Motor Stages? 

A. Thats Taghit, 

Q. You were anxious to buy that stock at the 
time ? 

A. Yes, at the time, the operation looked like 
a mighty good deal. 

Q. You anticipated (interrupted) [68] 

A. And I thought this was an opportunity to 
invest some money and enhance my position in fu- 
ture years. 

Q. Now, you were—were you active in negotia- 
tions for the purchase of the stock? 

A. I was—I eouldn’t sav that I was active, but 
I was interested, and talked to several people, and 
one of them was Mr. Wenck. In facet, I had a 
conversation with him about the purehase of the 
Oregon Motor stoek at my house, and he was very 
much interested. 

Q. He was anxious to buy the stock too? 

A. That was during the period of negotiation. 
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Q. Did you say yes to my question? Was he 
anxious to buy the stock? 

A. He was interested. In fact, I was very much 
surprised as I learned later that he didn’t buy it. 

Q. He didn’t—you didn’t know the reason why 
he didn’t buy it? 

A. No, I didn’t know what his reason was that 
he—why he changed his mind. 

Q. At your home, he indicated that he was very 
anxious to buy the stock? 

A. Yes, we talked about it considerable, and he 
seemed to think it was a wonderful deal, which I 
did. 

Q. Did you know of anybody else that was very 
much interested in buying the stock? 

A. No, he’s the only man outside of the stock- 
holders that go into [69] the deal that I had any 
conversation, that I can remember now. 

Q. Who would you say was the active member 
of the group—of the Petitioners here, Ezra Royce, 
Mr. Schneider, yourself, in negotiating for the 
purchase of the stock? 

A. J—it was my understanding that Mr. Schnei- 
der started the negotiations and Mr. Jacob and 
Mr. Royce became interested in it, and——(inter- 
rupted) 

Q. Would you say that Mr. Royce did the foot 
work? A. Well, yes, he did, considerable. 

Q. He promoted the transaction? 

A. For the purchase of the corporation, or 
the (interrupted) 
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Q. Of the stock? 

A. Well, he was interested, and I know that 
Mr. Schneider was interested. Just who did the 
most foot work, I don’t know. 

@. As far as negotiations for the loan are con- 
cerned, do you know that—whether Mr. Royce, 
Ezra Rovee, was the one that was the most active 
in that? 

A. No, I don’t know, no, who was the most 
active in that. 

Q. Mr. Ezra Royce is a very—has a very dom- 
inant personality, has he not? 

A. Well, he’s careful about his business transac- 
tions, I think. 

Q. Now, he has an interest in many ventures? 

A. Yes. 

Q. In all of those ventures, he has the controll- 
ing stock interest, or the controlling partnership 
interest, does he not? [70] 

A. Well, he, himself? Not necessarily. 

Q. He himself or his family—members of the 
family ? 

A. No; no—his family. Who do you mean by 
his family? 

Q. Wife? & WNo: 

Q. In Yellow Cab of Portland, which is a part- 
nership—what is his interest? 

A. He has a fifty per cent interest with his 
wife. His brother has the other fifty per cent in- 
terest. 

Q. Is he the active partner? 
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A. In the Yellow Cab? Yes. 

Q. Barney Royce is out of the State, and has 
been for several years, has he not? 

A. Yes. [71] 

%¥ + & X 

Q. (By Mr. Picco): You—did you borrow the 
money—any of the money for the ee chase of your 
stock ? A. Yes. 

@. Who did you borrow it from? 

Mr. Jones: I object to that as incompetent, ir- 
relevant and immaterial. It has nothing to do 
with—how he got his money, or where he got it is 
absolutely immaterial. The fact that he borrowed 
it and says he borrowed it and paid for his stock 
is sufficient. 

Mr. Pieco: I believe it is very material, your 
Honor. One of the issues here is that Mr. Ezra 
Royee is the active party, and also, in the alterna- 
tive, he, himself, might be the one that was in- 
terested in all this stock, and the fact that he has 
financed others is an indication on that and bears 
on it. | 

The Court: I believe he may answer. He may 
answer. 

Mr. Jones: JI have forgotten, your Honor, 
whether exceptions are saved (interrupted) 

The Court: Yes. 

Mr. Jones: Thank you. 

Q. (By Mr. Picco): Will you answer the ques- 
tion? A. Would you repeat the question? 

Q. Did you borrow the money from Ezra Royce? 
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A. Mies: 

Q. Did you give him a note? A. FT did: 

Q. Did you pay that note back? 

A. Well, I was obliged to dispose of my stock, 
and in doing so, the note was cancelled. 

Q. Now, when was your stock sold? 

A. I think it was June 20—June 20th, or there- 
abouts of 1946. 

Q. In the following year? Ae VS 

Q. Had any payments been made on this note 
up to that time? 

A. Oh, I don’t know whether there had been 
any payments made or not—whatever the situation 
was. I came out of it without any loss of any gain. 
xk * * % ¥ [73] 


Continued Cross Examination 

Q. (By Mr. Picco)» As L understand ste: 
Niederkrome, you didn’t know Mr. Bentson at all, 
did you? A. Oh, yes, I knew him. 

Q. How well did you know him? 

A. Well, had—I had known him for several 
years. He came to Portland quite often, and ocea- 
sionally, on those trips, he came in the office and 
talked to me. 

Q. You didn’t know anything about his financial 
condition ? 

A. Well, I understood that he had—had some 
interest, or had been in the gold-mining—mining 
business. I didn’t know whether [74] it was gold 
mining or silver mining. 
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Q. You didn’t know what his activity was in the 
negotiations for the loan or for the purchase of 
the stock, did you? 

A. No, i wasn’t. I don’t recall that. I wasn’t 
—I don’t I ever had anything to do with the 
negotiations. 

Q. Now, at the closing, when the stock was 
transferred from the old—from the former stock- 
holders to the new stockholders, a meeting was held 
at the First National Bank, wasn’t it? 

me NGS. 

Q. Were you there? A. Yes. 

Q. Now, you don’t—you don’t know of your 
own knowledge if Mr. Bentson was there? 

A. Well, I am of the impression that all the 
prospective purchasers were there, but I can’t re- 
member that, if they were all there or not. 

@. You weren’t—you are not certain of that? 

A. No. 

Q. Now, do you know how long he stayed? 

A. Well, it lasted several hours. 

Q. Well, I mean, do you know how long Mr. 
Bentson was during his negotiations and everything 
—when did he go back, do you know? 

A. Oh, I can’t say, because he was in Portland 
off and on, and lots of times he would come into 
the office, and then other times he wouldn’t. [I 
haven’t any idea. [75] 

Q. Well, during this particular time, that is 
June, or July, or August of 1945, do you remember 
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any times that he came into the office, or that you 
saw him? 

A. I ean’t say definitely that he came in or that 
he didn’t. 

Q. He didn’t——(nterrupted) 

A. During—during the negotiations. 

Q. Well, did you see him at all during that 
period of time? 

A. Yes, I probably did, because I saw him a 
good many times. 

Q. That is, he was in and out all the time dur- 
ing this particular period of time, in June, July 
and August? A. Yes. 

@. Was he there after July 2nd, 1945? 

A. JI don’t know. I think after July 2nd, he 
probably went back to Vancouver. 

@. Did you see him in August of 1945? 

A. It is possible, but I can’t tell you definitely 
that I saw him. 

Q. Now, did you see him in August 31st, 1945, 
at the time that the stockholders considered hav- 
ing the corporation buy the three hundred fifty 
shares of stock that he had? 

A. JI don’t—I didn’t—I can’t tell you. I don’t 
think so. 

@. You didn’t see him then? An “iNe. 

Q. Do you remember at the meeting, whether 
Mr. Jacob was there, when you were considering 
whether you should redeem the three hundred and 
fifty shares of stock? [76] 

A. Well, I think he was there. A long time 


Comnussioner of Internal Revenue 359 


(Testimony of F. C. Niederkrome.) 
to remember. We certainly would have the whole 
Board there. 

Q. Now, isn’t it true that you pledged your 
stock as collateral for the loan, three hundred and 
fifty thousand dollars from American Business Cor- 
poration because the Petitioner, Ezra Royee, told 
you to do that? 

ao, it isn't trie. 2 did it because the ABC 
wanted this additional collateral, and I pledged 
mine in order to preserve and to help along the 
deal on the purchase of that stock. 

Q. I thought you said that you didn’t know 
anything about the negotiations for the loan? 

A. Well, I didn’t. But I pledged my stock. 

Q. Now, Mr. Ezra Royce asked you to pledge 
the stock, did he not? 

A. We all pledged our stock. It was done be- 
cause it was the requirement of ABC, that they 
have this as extra collateral. 

Q. Now, getting back to the mecting, when you 
were considering this letter of August 31, 1945, 
from Mr. Bentson—his offer to sell the stock to the 
corporation—did you consider at that time having 
Gus Wenck of Seattle, Mr. Rothchild of San Fran- 
cisco, purchase that stock, rather than have the 
corporation take it? 

A. Well, I didn’t talk to anybody, because—I 
didn’t talk to Gus Wenck. I didn’t have much 
opportunity to see him. I never went to Seattle 
at that time a great deal. It was after my time 
that I had spent a lot of time in Seattle, and he 
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had turned down the—the [77] proposition in the 
first place, so I never disewssed it with him. 

Q. The matter wasn't taken up at that time? 

A. Not as far as I know. 

Q. Now, you said yon sold yvotir stock in 1946, 
because of the Interstate Commerce Commission 
requirement ? A. Yes. 

Q. Now, didnt that same requirement affect 
the Petitianer, Ezra Roree? 

A. No, it wouldn"t—when I was—sold my stock, 
there was no longer any interlocking control in 
the two eompanies: that is, the Gray Line Com- 
pany and the Oregon Motor Stages, which were 
both operating under ICC permis. 

Q. Now, what was your position with Oregon 
Motor Stages? A. I was (intermipted ) 

Q. Did you have—lid you hold an office? 

A. I was the Director and the Treasurer. for 
that short period. 

Q. Were you also the Accouniant? 

A. No, not for the Oregon Motors. 

Q. As Treasurer, do you—I will hand you here 

xhibit C, which is stipulated as being that invoice 
ter George W. Davidson, who was connected with 
te American Business Corporation. Now, as Treas- 
urer, did yon have something to do with the par- 
ment of that voncher? 

A. No, I don’t believe I did. 

Q. De you remember anything about it? [78] 

A. No. I would—we had a comptroller there 
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who handled the accounts and recording of such 


vouchers. 
%* * * * 


A. L. SCHNEIDER 

a witness called on behalf of the Petitioners, first 
having been duly sworn, testified as follows: 

The Clerk: Will you please state vour name and 
address for the record? 

The Witness: A. L. Schneider. 

The Clerk: Wiull you spell vour last name? 

The Witness: S-e-h-n-e-i-d-e-r, Oak Grove, Ore- 
gon. 

Direct Examination 

Q. (By Mr. Jones): Mr. Sehneider, you have 
a wife whose name is Bertha, is that correct? 

me itbat’s gotract. 

Q. And you are the Petitioner in Docket 515322 

A. That is correct. 

@. And you and Mrs. Schneider are the Peti- 
tioners in Dockets—or in Docket 515337 

Mt That is correct. [79] 

Q. And she is the Petitioner in Docket 515342 

A. Yes, sir. 

Q. Now, how long have you and Mrs. Schneider 
lived in or near Portland? 

AA. Sinee about the middle of 1945. 

Q. Were you ever a shareholder or officer, or 
Director of Oregon Motor Stages? A. Towas. 

Q. From when to when were you interested in 
that company ? 
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A. I was interested in the Oregon Motor Stages 
from July of 1945 until September of 1952. 

Q. Mr. Schneider, what was your position in 
the company? 

A. I was General Manager, and 
rupted) 

Q. And did you have a corporate office? 

A. Yes, I was Vice President of the company 
some—I beheve, September of 1945 until it was 
sold. Until the company was sold. 

Q. <All right. Now, were you also a Director? 

A. Yes, I was. 

Q. Do you recall the negotiations that led up 
to the purchase of stock from Jones, Wilson and 
Lemon, who were the former stockholders? 

A. Yes. 

Q. Who was it that first learned that this stock 
might be purchased? [80] 

A. I believe it was myself that learned that 
originally. 

Q. And to whom did you convey the informa- 
tion ? 

A. I verified the information first and then con- 
veyed it to Mr. E. Royce. 

Q. And were you at the same time acquainted 
with Mr. Jacob? 

A. Yes, I had been acquainted with Mi. Jacob 
for—oh, sinee probably around 1938. 

Q. And did you know whether—who conveyed 
the information to Mr. Jacob? 

A. I believe I did; I believe I did also. 


(inter- 


Commissioner of Internal Revenue 363 


(Testimony of A. L. Schneider.) 

Q. And would you—did you take any part in 
the negotiations after your bringing it to the atten- 
tion of these men—did you do any of the negotiat- 
ing with Jones or Wilson or Lemon, with respect 
to the means and methods and payments, and so 
forth, of acquiring it? A. No, I did not. 

Q. Who did that negotiation, did you know? 

A. Mr. Royce and Mr. Jacob handled, I think, 
practically all the negotiations in that relation. 

Q. Did you inspect the properties—assets, of 
Oregon Motor Stages before the purchase was 
made? A. JI did. 

Q. And it was purchased, I believe the stipula- 
tion says, on the basis of a thousand dollars a 
share? A. That’s correct. 

Q. All right. Now, how long did those negotia- 
tions stretch out [81] from the time that you first 
brought the matter to the attention of Mr. Royce 
until the meeting down at the bank? 

A. Oh, I would say probably two to two and a 
half months. 

@. Now, did you know Mr. Bentson? 

A. Yes, I didn’t know him prior to—prior to 
this Oregon Motors deal, no. 

Q. Where did you meet Mr. Bentson? 

A. I met Mr. Bentson in the company of Mr. 
Jacob at Mr. Royce’s home. 

Q@. Did Mr.—did you ever overhear any con- 
versations among these men in which Mr.—at which 
Mr.—at which conversations Mr. Bentson took part 
about the acquiring of this stock? 
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A. I was interested in the Oregon Motor Stages 
from July of 1945 until September of 1952. 

Q@. Ma. Schneider, what was your position in 
the company? 

A. I owas General Manager, and 
rupted) 

Q. And did you have a corporate office? 

A. Yes, I was Vice President of the company 
some—I beheve, September of 1945 until it was 
sold. Until the company was sold. 

Q. All right. Now, were you also a Director? 

uw. Mes, I sas. 

Q. Do you recall the negotiations that led up 
to the purchase of stock from Jones, Wilson and 
Lemon, who were the former stockholders? 

AY Wes. 

Q. Who was it that first learned that this stock 
might be purchased? [80] 

A. I believe it was myself that learned that 
originally. 

Q. And to whom did you convey the informa- 
tion ? 

A. I verified the information first and then con- 
veyed it to Mr. E. Royce. 

Q. And were you at the same time acquainted 
with Mr. Jacob? 

A. Yes, I had been acquainted with Mr. Jacob 
for—oh, since probably around 1938. 

Q. And did you know whether—who conveyed 
the information to Mr. Jacob? 

A. I believe I did; I believe I did also. 


(inter- 
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Q. And would you—did you take any part in 
the negotiations after your bringing it to the atten- 
tion of these men—did you do any of the negotiat- 
ing with Jones or Wilson or Lemon, with respect 
to the means and methods and payments, and so 
forth, of acquiring it? A. No, I did not. 

Q. Who did that negotiation, did you know? 

A. Mr. Royce and Mr. Jacob handled, I think, 
practically all the negotiations in that relation. 

Q. Did you inspect the properties—assets, of 
Oregon Motor Stages before the purchase was 
made? Aw lLedads 

Q. And it was purchased, I betieve the stipula- 
tion says, on the basis of a thousand dollars a 
share? A. That’s correct. 

Q. All right. Now, how long did those negotia- 
tions stretch out [81] from the time that you first 
brought the matter to the attention of Mr. Royce 
until the meeting down at the bank? 

A. Oh, I would say probably two to two and a 
half months. 

Q. Now, did you know Mr. Bentson? 

A. Yes, I didn’t know him prior to—prior to 
this Oregon Motors deal, no. 

Q. Where did you meet Mr. Bentson ? 

A. I met Mr. Bentson in the company of Mr. 
Jacob at Mr. Royce’s home. 

Q. Did Mr.—did you ever overhear any con- 
versations among these men in which Mr.—at which 
Mr.—at which conversations Mr. Bentson took part 
about the acquiring of this stock? 
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A. The only conversations that I heard relative 
to it was—or the first conversations, I will say, was 
perhaps a day or so prior to our meeting with Mr. 
Bentson at Mr. Royee’s home. Those conversations 
were just to the effect that Mr. Bentson was in- 
terested in coming into the deal, and after that 
time, a day or two later, why, I met him, at Mr. 
Royee’s home. 

Q. Now, do you know whether Mr. Bentson ever 
made an inspection of the properties himself ? 

A. I don’t know if he made any by himself. I 
know that he made an inspection with me over a 
period of two and a half days over all of the routes. 

Q. Would vou explain—give us the details of 
that, will you? 

A. Well, after Mr. Bentson had become in- 
terested in obtaining [82] stock in this Oregon 
Motors deal, he asked me whether I would take 
him over the routes. I was making inspections of 
other various routes, as to scheduling and the de- 
pot and facilities, and I made two complete routes, 
or two—I made two days—in two days I made two 
routes, and then in one half a day, I made the fol- 
lowing routes with him, covering down the River 
to Astoria, back to Seaside, and over the Sunset 
Highway, the following day into Forest Grove, to 
Tillamook, and back through Hebo, and MeMinn- 
ville, and then back into Portland, and the following 
day, we covered the Camp Adair and Corvallis, 
and then drove back into Salem, and looked at 
the City transit lines—the transit line which was 


Commissioner of Internal Revenuc 365 


(Testimony of A. L. Schneider.) 

operating in the City, which was owned by the Ore- 
gon Motor Stages, and then came back, and took 
the route through Oswego and around the Lake 
there, and then back into Portland, which con- 
sumed—I think we got back around two o’clock 
in the afternoon on that. 

Q. Now, did you inspect any of the bus stations 
and the tools and motor equipment and so forth? 

A. Yes, Mr. Bentson and I also—we checked at 
every depot. He was very much interested in the 
facilities of the Oregon Motor Stages, over its 
routes, and he checked the—very much interested 
in the Camp Adair installation, and he went 
through the shop of the Oregon Motor Stages, at 
that time, we had a shop in Astoria, we had one 
in Forest Grove, and we had a shop in Corvallis, 
and we had a shop in Salem, and he also checked 
the facilities of the operation in Portland. [83] 

@. Do you know whether he looked over any of 
the records of the company ? A. Yes, he did. 

Q. And where did he look those over? 

A. Up at the office of the Oregon Motor Stages. 

Q. What records particularly did he check into? 

A. Profit and loss statements, and the various 
statements as to operating revenue—operating ra- 
tios. 

Q. And did he look—check into any of the 
means of handling the sale of tickets and receipt— 
money—of money in the various stages? 

A. I believe I left him there for a couple of 
hours one day, and he said someone was going to 
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pick him up, I believe Mr. Royce was going to 
pick him up later, and he stayed there for a couple 
of hours going over various things with the comp- 
troller. In the stations, he merely made a cursory 
examination, as to how they handled things. He 
was interested from the standpoint of the physical 
end of it. 

Q. Well, now, do you know whether or not, be- 
fore he arrived on the scene, any attempt was 
made to interest other people to purchase any of 
the three hundred and fifty shares he eventually 
purchased ? 

A. I only know of two people that were more 
or less committed and were interested in it, and 
they are the two people—one in San Francisco, 
whom I had known before, and also the one in 
Seattle, who I had met. 

@. Can you remember their names? [84] 

A. One was Gus Wenck, and the other one was 
Rothehild, who operates the Gray Line—not the 
Gray Line, but he operates the service into the— 
he operates the Yellow Cab in connection with the 
Gray Line service, I believe, in San Francisco. 

Q. Now, were you at the bank meeting on July 
2nd, 1946? A. Yes, I was. 

Q. Prior to that meeting, did you—were you 
present m the main lobby of the bank where some 
cashier’s checks were purchased ? A. Yes. 

Q. Did you put in any money there to buy some 
checks? 

A. I couldn’t get my check certified because it 
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was on a—my money was not—hadn’t been trans- 
ferred into Portland, and Mr. Royee purchased the 
eashier’s check for me, and then took—accepted 
my check. 

Q. But you were there at the time it was done? 

A. Yes, I was. 

@. And then, from the time the cashier’s checks 
were purchased, did you go into this meeting? 

pereres, I did. 

@. Remember who was there? 

A. There was Mr. Jones and Mr. Lemon, and 
an attorney that they had, by the name of Frank 
McColloch, and Mr. E. Royce, Mr. Niederkrome, 
Mr. Bentson and Mr. Jacob and myself. I don’t 
believe—I don’t remember—I don’t believe that B. 
Royce was there. I can’t say for sure, but I don’t 
remember him being there. He might have [85| 
been there. 

Q. Was anybody there from ABC? 

A. There was some man there. I didn’t know 
him, from ABC, yes. 

Q. Now, did—do you know whether or not any 
stock was pledged in connection with the loan made 
by ABC to Bentson? A. Yes. 

Q. Who all pledged their stock? 

A. Well, Mr. Niederkrome, and Mr. Jacob, Mr. 
Royce, and myself. I can’t say whether Barney 
Royce’s stock was pledged. I feel quite sure that 
it was, but that is hazy in my mind right now, 
whether he was there. J can’t say for sure on that 
point. 
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Q. Did you receive a receipt from anybody for 
the stock that you pledged? 

A. Yes, I received a receipt from Mr. Bentson. 

Q. I want to show you a receipt here. JI am 
going to hand you the Exhibit that is numbered 6 
in the stipulation, and ask you what that is? 

A. That is a receipt from L. R. Bentson, for 
Certificate Number Seventy-six, Oregon Motor 
Stage stock. 

That was your certificate? 

That is correct. 

And he gave you this at that meeting? 
That is correct. 

And you endorsed your stock in blank over 
SO that he could [86] pledge it then? 

A. That is correct, yes. 

Mr. Jones: JI would like to read, if I may, this 
one receipt into the record. 

The Court: Proceed. 

Mr. Jones: (Reading) ‘‘Received of A. L. 
Schneider, Certificate Number seventy-six, dated 
July 2nd, 1945, for fifty shares of the common ecap- 
ital stock of Oregon Motor Stages, said stoek being 
loaned to me to be pledged to American Business 
Credit Corporation, as collateral to this—to loan 
this day made to me for the purchase of three hun- 
dred and fifty shares of the capital stock of said 
company.” Now, this receipt bears a signature of 
the man who made it, do you know whose signa- 
ture that is? am. Mes, 

Q. (By Mr. Jones): Whose? 


OPOore 
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A. L. R. Bentson’s. 

Q. And he signed it and gave it to you? 

ee it S COrrect. 

Q. Did you have any interest of any kind in 
the three hundred and fifty shares of stock that he 
purchased ? 

A. No, I have no interest in the three hundred 
and fifty shares. 

Q. Did you have any expectation or agreement, 
whereby you were going to benefit in any way 
through the shares he purchased? A. No. 

Q. Did you ever benefit in any way by the 
shares he purchased? [87] 

Eeeexo, | did not. 

Q. Did you ever receive—or were these—what 
was the outlook—I am going to start that over: 
What was the outlook of these purchasers, yourself 
in particular of course, in July, on the 2nd day, and 
the latter part of June, during this period of nego- 
tiations, with respect to the proposed purchase ? 

A. Well, basing from the past record of the Ore- 
gon Motor Stages, up to that period, and projecting 
it into the future, particularly based wpon the the- 
ory that the war would continue for an indefinite 
period, and further based on the fact that it was 
going to be difficult to bring sufficient automobiles 
back into the market, and with the present growth 
of population which was in the west—coming to the 
west, it was considered an excellent opportunity for 
a good solid bus operation. 
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Q. What portion of your business was derived 
from military patronage? 

A. I think we could —we figured we could at- 
tribute perhaps in excess of fifty percent—attribu- 
ted to the military action. 

Q. From what components? 

A. From the Astoria and coastal points, and 
from the Camp Adair points. Also, there was con- 
siderable military traffic which was being moved 
continuously on men on leaves and so forth, which 
was not a normal flow of traffic, but was traffic due 
to the war conditions. 

Q. What was your outlook at that time—that 
was in the latter part of June, and up to the 2nd 
of July, with respect to when the war [88] would 
probably be over? 

A. Well, of course, that was anybody’s guess. 
We were all pessimistic as to the outeome of the 
war. I presume that the propaganda which was nec- 
essary under war conditions led us to believe that 
we had a war that was going to have long longevity, 
so we presumed that this would go on for quite 
some time. 

Q. All right. Now, after hostilities ceased in 
August of 1945, what was your attitude toward the 
revenues of this company ? 

A. We felt that possibly, the gross revenues 
might decrease by—from twenty-five to fifty per- 
cent. 

Q. What actually happened 2 

A. The gross revenues, with the exception of 
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1947, did start to decrease. In 1947, they reactivated 
Camp Adair, and bringing the soldiers back, releas- 
ing them through that particular point, built our 
revenue back up to a higher point than they had 
previously, but from that point on, the revenues 
started to decrease, until, from two million four 
hundred thousand dollars, in that round figure, de- 
ereased to approximately nine hundred thousand 
dollars, which was greater than our anticipation—or 
our figures would be on. 

as @S RS By 

Q. From what—did you receive any communi- 
eation from Mr. [89] Bentson? 

A. I didn’t personally, no. The company did. 

Q. Were you present at a Board meeting, when 
that was considered ? A. Yes, I was. 

Q. Had you ever talked to Mr. Bentson person- 
ally about the general subject matter of that com- 
munication ? 

A. Mr. Bentson—I talked to Mr. Bentson, I 
think, one or two days prior to the meetings we had. 

Q. And what—do you know what his—did he re- 
flect his attitude in that conversation about the 
future operations of the company? 

Mr. Piceo: I object to that testimony — state- 
ments from a decedent person, your Honor, on 
something that is not in issue. 

The Court: Restate that question. 

Mr. Jones: You sustained the objection? 

The Court: Restate the question. 

Mr. Pieco: Restate the question. 


372 Fred C. Niederkrome, et al., vs. 


(Testimony of A. L. Schneider.) 

Q. Oh, what was stated by Mr. Bentson ? 

A. I mean, was there an objection? 

Q. No. A. em sory, 

@. Iwas asked to restate the question. 

A. Mr. Bentson just stated that he felt the ces- 
sation of hostilities, the end of the war, was going to 
affect the business, and asked me what my opinion 
was, and I told him, frankly, that it certainly [90] 
would affect the overall picture, and he felt that he 
would much rather be out of the—as a holder of 
stock in the company, and said that he had written 
this letter to the corporation. 

Q. And you were present then, you said, at the 
meeting, where the letter came up for considera- 
tion? A. Yes, I was. 

@. And then we have stipulated the record into 
the stipulation, so I won’t go on with that. Now, did 
you—the stock was purchased, was it not? 


& Itews. 

Q. Anda check of the company was issued ? 

A. That’s correct. 

2. To Mr. Bentson? A. That’s correct. 

@. Now, his stock was then cancelled on the ree- 
ords of the company ? A. Correct. 

Q. Now, did you receive any gain yourself from 
that transaction ? A. “Tdidmior, 


Q. Did you expect to—was it intended that you 
should receive any gain yourself from it? 

Ae INO, 

Q. Was any of the other stockholders, except 
yourself, to get any gain from that transaction ? 
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A. I don’t see how they could. Not to my knowl- 
edge—there [91] wasn’t any way they could get any 
gain. 

Q. Did they get any gain? A. No. 

Q. By the way, did you ever hear Mr. Bentson 
say anything about why it was necessary for him 
to borrow money in the United States? 

A. At our first meeting with Mr. Bentson, he 
frankly stated that his finances were tied up in Can- 
ada—embargo of some kind, moving money from 
Canada into the United States, and that was the 
only reason that I can remember that he mentioned 
about. 

Q. Now, did he take any part in that meeting 
down at the bank there on July 2nd? 

A. He takes the same part as anybody else did. 
He was part of the overall picture in it. 

Q. Was he there during the entire part of the 
meeting ? A. Qh, yes; yes, he was. 

Q. Did you receive any part of the sums paid by 
—paid to Mr. Bentson or to ABC? 

A. No, I didn’t receive any of it. 

Q. Did any of the other stockholders receive any 
of it, so far as you know? 

A. No, the check went back to Bentson, and I 
understand he endorsed it over to the ABC. 

Q. No other stock was redeemed at that time, 


was there? A. No, [924 
Q. Was any intended to be redeemed other than 
his? A. No, there wasn’t. 


Q. Or cancelled out? 
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A. No, there wasn’t; there wasn’t. 

Q. Did you ever have any interest of any kind 
in Mr. Bentson’s three hundred and fifty shares? 

A. No, I had no interest in it. 

Q. Did any of the others have any interest in it? 

A. No, they didn’t. 

Q. Now, you were the Manager of that company 
at the time of the redemption, were you not? 

A. Yes, I was. 

Q. There was, on—when did you start to be the 
Manager? A. In July the 2nd, 1945. 

Q. All right, there was an item represented by 
an invoice, made by Mr. Davidson—item which is 
Exhibit C, and it was paid by the Oregon Motor 
Stages, was it not? Do you know about that? 

A. I don’t know what Exhibit C is. 

Q. Here is an Exhibit C, on the stipulation of an 
invoice from Mr. Davidson—do you know how that 
was handled on the—on the Oregon Motor Stage 
books ? 

A. (After examining Exhibit) No, I don’t. That 
was—there is an account number there, but I don’t 
know what that account number—what that account 
number is. I presume—I presume that this was 
(interrupted) [93] 

The Court: We don’t wish speculations. 

Mr. Jones: What was that? 

A. I couldn’t tell. 

Mr. Picco: If he doesn’t know, don’t testify. 

Q. If you don’t know (interrupted) 
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A. No, I don’t know how that was handled— 
I don’t know what that account number 4620 is. 

Mr. Jones: All right. You may cross examine. 

A. I want to make one correction in my testi- 
mony. I said that I gave Mr. Royce a check that 
day. I believe it was several days later, because we 
were in a hurry in the bank that day, and I can’t 
remember whether I gave him a check, or I paid 
him a few days later on that or not. I remember we 
were in a hurry that day. I testified, to clarify my- 
self, that I gave him a check that day, and then he 
took—he took my check and certified his own cheek 
for the stock, but as I recollect now, I believe it 
was maybe a few days later that I gave him the 
cheek. I don’t know if it was right at that time, and 
I want to clarify that, because I am not quite cer- 
tain. 

Cross Examination 

Q. (By Mr. Picco): Well, on that—on that sub- 
ject, you borrowed the money to buy the stock from 
the Petitioner, Ezra Royce, at that time? 

A. No. I didn’t borrow the money. In other 
words, he accommodated me for a day or a few days 
there, until I could—could take care of the money. 

Q. You later picked up the stock of Mr. Nieder- 
krome ? A. That is correct. 

@. In 1946? A. That is correct. 

@. Did you pay for that stock? 

A. I paid partially for it. It never was paid in 
full, and when we liquidated the organization, why, 
we made our adjustments. 
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@. You mean you paid only a part for it? 

A. ‘That’sscortect; 

Q. Did you give a note or something for that? 

A. Yes, I believe I had a note on that, for the 
amount. 

Q. Was the note ever cancelled? A. Yes: 

@. You paid up the note? 

A. No, the note wasn’t paid up in fwll. But when 
we—when the corporation was liquidated, why, we 
made our offsets on it, and Mr. Royce —in other 
words, when we divided up the—in the liquidation, 
why, there was an offset made for that, between our- 
selves. 

Q. Wasn’t that a little unusual way of settling 
up that account? 

A. No, I don’t think so. It was—it was just a 
matter of—of figuring out where you stood on any 
particular item. I don’t think it was unusual. It 
would be one way if he would pay me, and then I 
would pay him back—would be the same thing—was 
a matter of where—where we broke even on the 
transaction. 

@. You and Mr. Niederkrome were in on quite a 
few of these [95] ventures, were you not? Together? 

A. No. I never was in—as far as I know, that is 
the first time that I had been—ever been associated 
in anv deal with Mr. Niederkrome. 

(). You were associated with Mr. Royce on other 
occasions 7 

A. Yes, I was. There might have been some 
other—some other deal that we were associated, but 
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I can’t remember anything of any importance, at 
least. 

Q. Now, you stated that on or about July 2, 
1945, you and the other Petitioners in these pro- 
ceedings presumed that the war would go on for a 
long time—that is correct, isn’t it? A. Yes. 

Q. Just how long did you think the war was 
eoing to continue? 

A. Well, we were doing a lot of second-guessing, 
like anyone else. Somebody thought it would go on 
for a year, some people thought two years, and I 
suppose you could balance them all up, why, prob- 
ably a year and a half, two years, they thought it 
would go on, because they figured that it would take 
a long time to drive the Japs out of these holdings 
that they had taken over. 


Q. The German war had ended, had it not, some 
time before that? A, tats correct, yes. 


Q. Now, you mentioned that the revenues 
started to go down after the soldiers started to go 
home. Now, that was some time after that, wasn’t 
it? In 746? [96] 

A. Well, your revenues—your revenues declined 
in 746. There was an immediate effect—immediate 
effect on your overall traffic. 

Q. The gross revenues for 1945 were excellent, 
weren’t they ? 

A. 745, as I remember, around two million four 
hundred thousand, or, I am guessing at the odd fig- 
ures on that. 
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Q. Then the revenues for 1946 started to de- 
crease? A. Yes, they did. 

Q. They were substantially in excess of a million 
dollars, however, even in 1946, weren’t they ? 

A. Yes, they were. 

Q. And then there was a pick up after that, 
wasn’t there? 

A. Then in 1947 there was a pick up. 

Q. Now, you mentioned also that Mr. Bentson 
indicated that there were war restrictions on his 
funds, and that was the reason why he didn’t have 
any money ? 

A. He said there was an embargo on moving any 
monies out of Canada into the United States. 

Q. You also felt that the war might last a long 
time, did you not? 

A. We felt that it would probably last, as I 
stated—— (interrupted) 

Q. Weren’t you rather worried about pledging 
your stock under those cireumstaneces—that if he 
wasn't able to pay it, you might lose your stock? 

A. It was my understanding that—that the notes 
of—the note that Mr. Bentson had, was a renewable 
—in other words, he could continue that on. 

@. Where did you get that understanding? 

A. I understood that from Mr. Jacob and Mr. 
Royee. 

Q. Did you see the note? 

A. Jt was a ninety-day note, as I remember, and 
they stated that it could be renewed from time to 
time. 
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Q. You did know that the note was signed by 
Mr. Royce—Ezra Royce, did you not? 

A. JI understood that they had to have an en- 
dorser from the United States— citizen of the 
United States endorse it, yes. 

Q. Now, is that reason perhaps why you didn’t 
—you weren’t worried about whether the war re- 
strictions would be lifted or not, on Mr. Bentson’s 
funds? 

A. No, I felt this way about it, that if the same 
tempo of earnings of Oregon Motor Stages would 
continue as they had, that Mr. Bentson would have 
been able to make substantial payments on the note, 
and insofar as the balance of it was concerned, I— 
we at all times, our group in Portland had the con- 
trol of the corporation, so we were in position—we 
were not in too much danger, I didn’t feel. 

Q. It was possible to do exactly what was done— 
to buy up—to have the corporation use the earned 
surplus to buy up the stock, too, wasn’t it? [98] 

A. That was one possibility, but if the—if the 
note was reduced by earnings that Mr. Bentson 
would receive, it would be down to a point where 
the danger—wouldn’t be any danger in it. That is 
the way I felt about it personally. I don’t know 
how the rest of them felt. 

Q. You also stated that you talked to Mr. Bent- 
son concerning his attitude about the war, did you 
not? 

A. His attitude about the war? I talked to Mr. 
Bentson after the—after the war was over. 
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Q. DBefore—I am trying to get back to your di- 
rect examination. I thought you testified that some 
time around August 31, 1945, that is when he—that 
Mr. Gentson submitted his letter offering to sell the 
stock to the corporation. The matter of attitude 
about the war came up, and you said you saw him 
about that about that time, is that correct? 

A. That is correct, yes. Or a day or two 
around that time. 

@. Are you saying that he was around here 
August 31, 1945? 

A. I think it was shortly before that, or I can’t 
remember exactly. I know that prior to—after the 
war was over, he was—I saw him after that. 

Q. Well, the war was over at what time? When ? 
You mean the war with Japan? A. Yes. 

Q. That was over in August some time? [99] 

A. It was over in August some time, as I re- 
member, yes. 

Q. And you saw him after that? 

A. Yes, I did. 

Q. Now, you also stated that you conducted some 
surveys on the routes of Oregon Motor Stages, that 
was before the stock was ever bought, with Myr. 
Bentson ? 

A. Yes, that was—oh, perhaps a couple of weeks 
before. T don’t know exactly the date on it. It has 
been quite a while. 

Q. You stated it was around June 15, or June 
20 of 1945? 

A. It could have been around in that period. 


right 
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Prior—a week or two before, as I remember, before 
the transaction was completed. 

@. Was he here for a long time during that 
time ? 

A. It seemed like he was here at that time for 
about a week. He might have been here longer. 
T ean’t say, but I saw him there—I went back to 
Medford for a few days in between each of these 
meetings. I had the business down there, and I had 
to—I’d go back and forth, and he might have been 
here longer than that, I can’t say. 

@. Where did you say you met him originally? 

A. I met him at the home of Mr. E. Royee. 

Q. Do you know where he was staying? Mr. 
Bentson was staying? 

A. Well, the night that we were out there, he 
was staying at Mr. E. Royce’s home that night. 

Q. Was his wife along with him? [100] 

A. If—T don’t think so. If she was, I didn’t 
meet her. I never did meet Mrs. Bentson, that I can 
remember. | 

Q. From your knowledge then, you— you say 
that he was around for about two weeks up to July 
2nd, 1945? He was (interrupted) 

A. Well, to my knowledge—to my knowledge on 
that particular trip, I’d say he was here for a week 
to my knowledge. I said—what I said, he could have 
been here longer, because I left for Medford and 
back, I couldn’t say that. 

Q. Now, from your knowledge, when—he was 
here on July 2, 1945, also, wasn’t he? 
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A. Yes, he was here then. 

@. And later? 

A. Yes, I believe I saw him after that. 

Q. Was he—did you see him at the end—during 
July, the middle of July? 

A. I ean remember—I can remember at least 
one time, Mr. Bentson dropping into the office, after 
the meeting on July the 2nd, and I don’t know, it 
might have been a couple of weeks later; it might 
have been towards the end of July. I remember one 
time him coming into the office, one afternoon. 

Q. Now, what about August, was he around 
Portland in August? 

A. He was in August—he was in Portland one 
time in August too. 

OF That is Gnterrupted) [101] 

A. That was the latter part of August, I believe. 

Q. Was that when he talked to you about his 
attitude about the war? 

A. Yes, I believe it was—that was the time. 

@. And as far as you know, when did he leave 
to go back, or did he go back to Vancouver, British 
Columbia ? 

A. Oh, I don’t know; I don’t know about that. 
I saw Mr. Bentson—he dropped in once or twice 
after—after he had sold his stock too, that I re- 
member. 

@. You mean around—right after July 2nd— 
I mean, after September 6th? 

A. Yes, I mean, maybe a month later, or some- 
thing like that. 
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Q. He was in town again? 

A. Yes, he—I guess he came to town quite often. 

Q. Do you remember whether he came with his 
wife at all? 

A. I never did meet his wife. That I can re- 
member. 

Q. Mr. Bentson was a rather elderly old man, 
wasn’t he? 

A. Yes. I don’t know, I kind of judged him at 
about—I wouldn’t—getting to the point where I 
don’t call that elderly. I thought he was around 
sixty-five, somewhere around that age. That’s my 
guess. 

Q. Now, what was the purpose of the corpora- 
tion redeeming the three hundred and fifty shares 
of stock? 

A. What was the purpose of it? He made this— 
he made this offer to sell it back to the corporation. 
We had had a reserve [102] which we felt that we 
were going to expend, and purchase some new 
equipment. We had purchased, just prior to our 
buying the stock of the corporation, we had ob- 
tained some new equipment, and we felt that it was 
going to be necessary to get—if the tempo of the 
flow of traffic would continue, to purchase addi- 
tional equipment. With the theory that the traffic 
would diminish, we felt that it wasn’t going to be 
necessary to go out and purchase additional equip- 
ment. We had considerable equipment that would— 
could—would be necessary to trade it in, because it 
would not be standard for civilian traffic, as it were. 
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And we thought with the decrease in traffic that it 
would be quite some time before it would be neces- 
sary for us to add additional equipment to the fleet, 
therefore, we did have the money to purchase this 
stock, and which we did, and retired it. 

Q. And you had intentions to maintain your vol- 
ume of business, did you not? A. Pardo? 

Q. You had intentions at that time to maintain 
your volume of business? 

A. No, we—we were afraid of the fact that we 
wouldn’t be able to maintain the volume of—the 
volume we did. We had to take more or less the 
records that we had prior to the war, and figure that 
it would reach its level. 

@. You were planning to service the people who 
wanted to use the routes, and those buses of yours, 
were you not? 

A. Oh, yes, we were planning on services, that 
is the only way [103] you ean hold your business. 

Q. And your capital was sufficient to take care 
of all of what? 

A. Our capital? No, I said our equipment 
was (interrupted) 

Q. Your equipment was sufficient to take care 
of it? 

A. Yes, our equipment was sufficient to take 
eare of it. In other words, there was more equip- 
ment available to the public at the end of the war 
than there was available to the public prior to the 
war. By having the equipment during the period of 
the war, we had more equipment available to that 
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same public that was going to ride at the end of the 
war than we had prior to the war. 


Q. Of course, some of your buses weren’t 
streamlined, or anything like that, were they? 


A. The last twenty buses that were put into 
service, which were thirty-four passenger Aero 
coaches, and twenty-nine passenger Clippers were 
all streamlined buses. Then, those that were pur- 
chased prior to that time—in fact, the whole fleet 
was made up of Clippers which is a twenty-nine 
passenger bus, for your sparsely-settled runs, and 
the Aero coaches. Then, we had, in addition to that, 
considerable what we call junk. I mean, you call 
that junk in the open market as far as hauling pas- 
sengers is concerned. We had a lot of school bus 
types, which we felt were available for trade-in and 
for sale—couldn’t be used. 

Q. At the time of considering Mr. Bentson’s 
letter of August 31, 1945—his offer to sell the stock 
to the corporation, did you consider the matter of 
selline—of trying to get interested buyers in [104] 
to buy his stock? 

A. I only talked to one person regarding it, and 
it was a man that had been interested before, and 
he told me that he had—that he had been advised 
to not invest in any short-line bus line. 

Q. The—as far as the Directors were concerned, 
that matter wasn’t considered at all, was it? 

A. I don’t know that they—that any of the rest 
of them approached anyone or not. I just ap- 
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proached this one man—who was transportation 
minded. 

Q. Who was that individual? 

A. Mr. Rethehild. 


EZRA ROYCE 
a witness called on behalf of the Petitioners, first 
having heen duly sworn, testified as follows: 
The Clerk: Will you please state your name and 
address for the record? 
The Witness: Ezra Royee. 


Direct Examination [105] 
Q. (By Mr. Jones): Mr. Royee—— (inter- 
rupted) 
A. 628 N. W. 6th Avenue, Portland, Oregon. 
Q. I take it you just gave your address to 


the (interrupted) Aer Ves, 
Q. Mr. Royce, your wife is Dora F. Royee, 1s 
that correct ? A.” Mat’s Correct. 


Q. And you and Dora F. Royce, your wife, are 
the Petitioners in Docket Number 51526 ? 

A. I don’t know as I recognize that number. 

Q. Well, we will stipulate that that is correct, 
is that nght, Mr. Picco? 

Mr. Picco: That is corfect. 

Q. Okay, and that you are the Petitioner alone 
in Docket Number 51527, the other docket, is that 
correct ? 

A. J don’t know the number (interrupted) 

The Court: He doesn’t know the number. 
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Q. You will stipulate to that, Mr. Picco? 

Mr. Picco: (Affirmative nod.) 

A. I don’t have those numbers in my mind. 

Q. Thank you. How long have you and Mrs. 
Royce resided in Portland? 

A. Well, I have lived in Portland since 1904. 
It is fifty-one years. 

Q. And (interrupted) [106] 

A. And she, since 1920, about thirty-five years. 

Q. You were married in 1923? my 1928) 

Q. Mr. Royce, do you—did you and Mr. B. 
Royce, your brother, Mr. Schneider, Mr. Nieder- 
krome and Mr. Jacob enter into a sale—purchase 
and sale of where you all bought four hundred 
shares of the stock of Oregon Motor Stages on the 
2nd day of July, 1945? A. Yes, we did. 

Q. Now, will you—did you have anything to do 
with the negotiations that led up to the purchase of 
that stock ? A miviesel did. 

Q. Who first brought that to your attention? 

A. Mr. Schneider. 

Q. All right, will you tell us what was done with 
respect to your negotiations for that — acquiring 
that? 

A. Well, when I first heard about it, I thought 
it over a few days, and then I got on the telephone 
to Mr. Ackerman (phonetic). 

Who is Mr. Ackerman? 

He is the President of Greyhound. 

Continue, please? 

Asking him if he would like to participate in 
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it. He said he thought they would be interested. 
Then we talked back and forth on the telephone, 
oh, probably eight or ten times in the next three or 
four days, and finally, turned her down. [107] 

Q. And then what, Mr. Royce? 

A. Then a little later, I talked to Mr. Rothchild 
about it. 

Q. Is he the gentleman from San Francisco? 

A. Yes, and also took a trip to Seattle, and 
talked to Mr. Wenek about it. 

Q. <All right, and then? 

A. Mr. Wenek came down and spent two or 
three days here, and then he finally—— (inter- 
rupted) 

Q. Then he what? 

A. He finally—turned it down. 

Q. And then what did you do? 

A. Then we—Mr. Bentson came down from 
Vancouver. On one of his periodical visits, and I 
was telling him about it. The idea seemed to appeal 
to him, so he beeame interested, and we finally con- 
summated a deal with CGnterrupted ) 

Q. Well, had you talked to Mr. Jacob or Mr. 
Niederkrome or Mr. Schneider prior to Mr. Bent- 
son coming down ? 

A. Oh, yes. A good many times, yes. 

Q. All right. How many shares of stock had eol- 
lectively—had you and Myr. Jacob, Mr. Nieder- 
krome, Mr. Schneider and your brother agreed to 
buy before the time Mr. Bentson arrived ? 

A. Four hundred. 
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@. And what was your idea with respect to the 
other three hundred and fifty ? 

A. Well, we thought that four hundred was all 
we were interested [108] in, and so when Mr. Bent- 
son came along, he seemed to be interested in the 
other three hundred and fifty. 

Q. And then what—did you tell—did you tell 
anybody about that—his desire there? 


And did you arrange for them to meet him? 
I believe the—Mr. Jacob and Mr. Schneider 
came out to my house and met him there. 

Q. Was that discussed at your house? 

A. Yes. 

@. After this meeting and discussion, was he 
accepted into your group as one of the buyers then? 

A. Yes, he was. 

Q. All right. Now, had you ever visited in Van- 
couver—visited Mr. Bentson in Vancouver? 

A. Oh, yes, many times. 

@. What relation are you to Mr. Bentson? 

A. He was my uncle. 

Q. And do you have a sister living here in town 
—or did you have? A. No. [109] 

Q. Well, who was the nicce that he had here? 

A. I have forgotten her name. I know her mar- 
ried name, but her single name J don’t recall it. Her 
married name is Mrs. Orsen. 


A. Of our group? 

@. * Mes. A. Oh, yes. 

Q. You conveyed it to the rest of them? 
A. Oh, yes. 

Q. 

A. 
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it. He said he thought they would be interested. 
Then we talked back and forth on the telephone, 
oh, probably eight or ten times in the next three or 
four days, and finally, turned her down. [107] 

Q. And then what, Mr. Royce? 

A. Then a little later, I talked to Mr. Rothchild 
about it. 

Q. Is he the gentleman from San Francisco? 

A. Yes, and also took a trip to Seattle, and 
talked to Mr. Wenck about it. 

Q. All right, and then? 

A. Mr. Wenek came down and spent two or 
three days here, and then he finally—— (inter- 
rupted) 

Q. Then he what? 

A. He finally—turned it down. 

Q. And then what did you do? 

A. Then we—Mr. Bentson came down from 
Vancouver. On one of his periodical visits, and I 
was telling him about it. The idea seemed to appeal 
to him, so he became interested, and we finally con- 
summated a deal with (interrupted ) 

Q. Well, had you talked to Mr. Jacob or Mr. 
Niederkrome or Mr. Schneider prior to Mr. Bent- 
son coming down ? 


A. Qh, yes. A good many times, yes. 

Q. All right. How many shares of stock had col- 
lectively—had you and Mr. Jacob, Mr. Nicder- 
krome, Mr. Schneider and your brother agreed to 
buy before the time Mr. Bentson arrived ? 

A. Four hundted. 
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Q. And what was your idea with respect to the 
other three hundred and fifty ? 

A. Well, we thought that four hundred was all 
we were interested [108] in, and so when Mr. Bent- 
son came along, he seemed to be interested in the 
other three hundred and fifty. 

Q. And then what—did you tell—did you tell 
anybody about that—his desire there? 

Of our group? 

Yes. A. Qh, yes. 

You conveyed it to the rest of them? 

Oh, yes. 

And did you arrange for them to meet him? 
I believe the—Mr. Jacob and Mr. Schneider 
eame out to my house and met him there. 

Q. Was that discussed at your house? 

me Yes. 

Q. After this meeting and discussion, was he 
accepted into your group as one of the buyers then? 

A. Yes, he was. 

Q. All right. Now, had you ever visited in Van- 
couver—visited Mr. Bentson in Vancouver? 

A. Oh, yes, many times. 

Q. What relation are you to Mr. Bentson? 

A. He was my uncle. 

Q. And do you have a sister living here in town 
—or did you have? A. No. [109] 

Q. Well, who was the niece that he had here? 

A. I have forgotten her name. I know her mar- 
ried name, but her single name I don’t recall it. Her 
married name is Mrs. Orsen. 


POPOD > 
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Q. Well, what— what means did Mr. Bentson 
have? 

A. Well, he was—he was a man that had been 
pretty well off for a good many years, and made his 
money in mining on the beach at Nome, in about 
1902 or 8, along in there. Made several hundred 
thousand dollars in just a few weeks, so then he 
came out and decided he wanted to live in Vancou- 
ver, due more or less to his wife. I think she had a 
brother or two that lived in Vancouver. Went into 
the sawmill business there. 

CoS Gr ar te 

Q. Had there ever been any conversations be- 
tween you and Mr. Bentson prior to June or July 
of 1945, with respect to his going into any business 
in the United States? A. Yes, there had been. 

Q. Would you explain? 

A. Several times, he indicated to me that he 
would like to get into something that Barney and I 
were interested in. [110] 

Q. Now, how did you happen to mention this 
particular opportunity to Mr. Bentson ? 

A. Well, he was down here on a visit, and just 
casual conversation first. And he seemed to be inter- 
ested, so that is how (interrupted) 

Q. Said he wanted to go into it? A. Yes. 

Q. All right, now, I want to clear up this one 
point that I don’t think I quite understand—maybe 
the rest do, but I don’t. Did he have a niece here? 

oe. Bem 

Q. What relation was she to you? 
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A. None. 

Q. Well, I got that a little bit—that’s all right. 
I will not ask any more questions. Now, did he indi- 
eate why he wanted to go into this particular ven- 
ture here in Portland? 

A. Well, he—after he investigated this pretty 
thoroughly, and he thought it was a good business 
deal, and he would like to create an estate here in 
Oregon for his niece. 

Q. How did it come that this loan was made, of 
three hundred and fifty thousand from American 
Business Credit Corporation? 

A. Well, his funds were frozen in Canada due to 
the war, I think, and of course he couldn’t get any 
money out of Canada. Therefore, he wanted to make 
some kind of an arrangement here in the States to 
handle it. That is how the loan matter came up. 

@. And how was that arranged ? 

A. It was arranged through the American Busi- 
ness—ABC, I guess, they call it, through a Mr. 
Davidson. Mr. Jacob introduced Mr. Davidson to 
Mr. Bentson and myself. | 

Q. Now, who made the application for the loan? 

A. He did. 

Q. Who do you mean by ‘‘he’’? 

A. Mr. Bentson. 

Q. What was—what were the requirements of 
American Business Credit Corporation with respect 
to making the loan? 

A. Well, they wanted—they wanted ili to 
sign on his note. 
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Q. In what capacity? 

A. Well, I signed it as an accommodation to 
him. 

Q. Did they understand that when you signed it? 

A. Yes, they did. 

Q. I will show you the Exhibit—this will be the 
Stipulation Exhibit Number 1—is the note to which 
you refer (note exhibited) ? 

Ae Phat’s Telit. 

Q. That is a promissory note for three hundred 
and fifty thousand dollars? 

A, ‘What's correct. [ili 
eh 

Q. Now, did—what other requirements did 
American Business Credit Corporation impose on 
this ? 

A. Well, they wanted—they wanted the group 
of us to put our stock up as collateral. 


Q. Was that done? A. That was done. 
Q. Now, did you loan this stock to Mr. Bentson 
for that purpose? A. Yes, 


Q. Did you get a receipt from him ? 

Ae Wes! 

Q. I will show vou a receipt here, which is the 
Stipulation Exhibit 3, I believe—it’s 3—it looks like 
a5 on there in pencil, and ask you to look at it, and 
tell me if that is the—the receipt that he gave you? 

A. That is the receipt. That is the original re- 
eeipt, ves, sir. 

@. All of the original group, that is, yourself, 
your brother, Barney Royee, Mr. Jacob, Mr. Nie- 
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derkrome and Mr. Schneider signed identical re- 
ceipts ? 

A. They each had identical receipts, yes. 

The Court: Do you have any interest in the 
ABC? 

The Witness: No; no. 

The Court: Did any of your associates? 

The Witness: No, until J met Mr. Davidson 
through Mr. Jacob—it was brand new to me. 

Q. Now, were you at that meeting down at the 
First National [113] Bank, where this purchase 
and sale was concluded ? A. Yes, I was. 

Q. That is on July 2nd of 45? 

A. That’s right. 

Q. Now, did you have any interest at all in the 
three hundred and fifty shares of stock that was 
purchased by Mr. Bentson ? 

me yo, I did not. 

Q. Were they in any way purchased for you? 

A. No. 

Q. Were they purchased for the benefit of any 
of the other men whom I have mentioned, who are 
Petitioners here? A. No, they were not. 

Q. Now, what was your attitude, Mr. Royce, at 
the time—in the latter part of June of 1945 up to 
and including the time this sale was consummated 
on the 2nd of July *45—what was your attitude 
toward the probable earnings of the company ? 

A. Well, I thought the earnings of the company 
should be very good, especially if the war held on. 
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Q@. Had you examined its past balance sheets 
and so forth? A. Oh, yes, I had. 

Q. And what was your feeling toward the prob- 
able duration of the war at that time? 

A. Well, I felt that it probably would continue 
on for a year or possibly two years. 

Q. Now, in August of 1945, when the hostilities 
stopped, was there [114] any change in attitude on 
your part toward the progress the company could 
make? 

A. Yes. I felt that we were—in losing that mili- 
tary business, it would be a considerable amount. 

Q. And (interrupted) 

A. Which it did prove to be. 

Q. Now, do you know—did you talk with Mr. 
Bentson about the change in the international pic- 
ture at that time? A. After the war? 

Q. Yes. 

A. I -don’t—recall—it seemed to me that it was 
here—whether I talked to him just at that time or 
not, I don’t know. 

Q. Well, in the latter part of August—I will put 
it this way—strike that. May I see the Exhibit 9— 
do I have that, or do you? I am handing you what 
is Stipulation Exhibit 9, a letter from Mr. Bentson 
to Oregon Motor Stages. Do you recall being at a 
Directors’ and Stockholders’ meeting of Oregon 
Motor Stages when that was submitted and acted 
on? Ae. Mes; dado: 

Q. Do you know whether, at any time prior to 
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that, can you recall when you talked to Mr. Bentson, 
about the subject matter that is in that letter? 

A. About the—his selling his stock? 

Q. Yes, sir. 

A. No, I don’t think so. [115] 

Q. Well, did he ever express to you at any time 
his reason for wanting to sell the stock? 

A. Yes, he did. 

Q. What did he say? 

A. Well, one reason was that the war stopped, 
and that worried him a little bit, thinking that pos- 
sibly, the volume of business would drop off consid- 
erable. And the other was that he had just discov- 
ered that his wife had developed cancer of the 
throat, and which disturbed him a lot. 

Q. Did he ask the corporation to buy his stock? 

A. Well, he offered it to them, and due to the 
fact that the—that the emergency for new equip- 
ment and so on and so forth was passed then, due 
to—on account of the war’s ending is the reason we 
decided it would be to the best interests of the com- 
pany to do it. 

Q. And the corporation voted to do that? 

A. Yes. 

Q. And did that include cancelling the stock too, 
of his? A. Cancelling his stock, right. 

Q. That check was written by Oregon Motor 
Stages, which would be Stipulation Exhibit Number 
10, for three hundred and fifty thousand, dated 
September the 6th, 1945, did you ever see the check 
—the original of that check? 
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A. No, Indon*tethinkese. 

Q. Did vou ever get any benefit out of that check 
yourself ? A. None at all. [116] 

Q. Did any part of it go to you or to any of the 
other stockholders ? 

A. Not to my knowledge, no. 

Q. Did anv of it—none of it went to you, did it? 

& Wosnene 

@. I will take this. Now, did you get any gain— 
realize any gain of any kind out of his selling that 
stock and having it cancelled ? 

A. No, & did not. 

Q. Did any of the others? A... No 

Q. Was it intended that you or the others get 
any gain? f... Mo: 

Q. Did vou expect to get any gain out of it? 

A. I did not. 

@. Was there any agreement. of any kind that 
vou or any of the other stockholders would realize 
any gain out of that transaction ? A. No. 

Q. By the way, did he say anything to you about 
the time he showed an interest in this thing—vwell, I 
believe vou have testified about his funds in Can- 


ada, didn’t vou? Kun Yiese 
Q. Now, how did you people come to loan this 
stock ? A. Well, the ABC wanted it. 


Q. Did you ever—at any time, in any way, ever 
express to ABC that this loan was for your benefit? 

A. No, I didgnot® 

Q. How did vou happen to sign that note—what 
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was the explanation that ABC gave to you for 
wanting you on that note? 

A. Well, I guess they thought it would make it 
look better. 

Q. No, but what—did they give you any reason 
for asking you—why they wanted your signature 
on it? 

A. I don’t recall, except that they wanted a 
signer. Is the only thing I know. 

Q@. Was there anything mentioned by anybody 
about him being a Canadian citizen at the time? 

A. Oh, yes; I think—TI didn’t think of that 
phase of it. 

The Court: I can’t hear you. 

A. Yes, his being a Canadian citizen—that was 
the reason. 

Q@. But I believe you said that you—that they 
understood you were signing as an accommodation, 
Mr. Royce? A. That is correct, yes. 

@. When did Mr. Bentson die? 

A. I believe it was either in late ’51 or early 52. 

@. Has either Mr. Niederkrome or Mr. Bentson 
had any interest in or connection with Oregon 
Motor Stages since they each parted with their 
stock ? A. They have not. 

Q. Now, this redemption that was made was only 
of his own stock, wasn’t it? 

Pe That’s right. [118] 

Q. It was not intended that any other stock be 
redeemed at the time? A. No. 
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Q. Redemption wasn’t for your benefit or for 
the other (interrupted) 

A. Not at all, no. 

The Court: How old was Mr. Bentson, at that 
time ? 


A. I believe when he passed away, he was 
eighty-one years old, but up until the last year, he 
was a man that looked much younger. ‘l'o see him 
you would—well, he was very active. The last year 
he failed rapidly. 

Q. Mr. Royce, did any part of the three hundred 
and fifty shares he purchased belong to you? 

A. No. 

Q. Did you have any interest in them? 

A. None at all. 

Mr. Jones: You may cross examine. 


Cross Examination 

Q. (By Mx. Picco): Mr. Royee, in negotiating 
for the purchase of the stock in Oregon Motor 
Stages, you were the principal organizer and pro- 
moter, were you not? 

A. Well, I don’t—don’t know as I was. I think 
Mr. Schneider and Mr. Jacob were about as active 
in it as myself. 

Q. You were very active in the 
rupted) [119] 

A. They were about as active. 

Q. And you were successful in getting other 
purchasers for the stock, who were interested in 


Cinter- 
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buying, prior to the time Mr. Bentson came on the 
scene ? 

A. Well, there was Mr. Jacob, Mr. Schneider 
and myself, and my brother and Mr. Niederkrome. 
That was the size of it. 

Q. You said that—— (nterrupted) 

A. Rather a close knit group, 1 would say. 

Q@. You did contact Mr. Rothchild and Mr. 
Wenck ? 

A. Yes, I did, and also Mr. Ackerman. 

@. And they were interested in buying at the 
time, were they not? 

A. Well, they were—they seemed to be inter- 
ested, but they turned it down. 

Q. They were interested—they—they had been 
in other ventures with you, had they not, Mr. Roth- 
child ? 

A. Mr. Rothchild is a part owner of the Yellow 
Cab Company of Seattle. That was the only connec- 
tion we had. 

Q. Mr. Gus Wenck was (interrupted ) 

A. Mr. Gus Wenck is the Manager of the Yel- 
low Cab Company of Seattle. 

@. How do you spell Wenck? 


A. W-e-n-e-k. 
Q. Now, did you hear Mr. Jacob testify this 
morning ? A. Yes. [120] 


Q. He stated that he was willing to buy addi- 
tional shares beyond the allotted portion that was 
given to him. 

A. I heard him make that statement, yes. 
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Q. He also indicated that other people were in- 
terested in buying that stock. Now, do you know 
that to be the truth? 

A. Just at this time, I don’t reeall anyone that— 
that would—was willing to purchase any, but it 
eould be that there was lots of people that would, 
but just at the moment, I don’t recall anyone. 

Q. You were ready and willing to buy additional 
shares of stock too, were you not? 

A. No, I was not. 

Q. You had paid for Mr. Niederkrome’s stock, 
had you not? 

A. I loaned Mr. Niederkrome the money for it. 

Q. And you did the same for Mr. Schneider? 

A. Well, in Mr. Schneider’s case, I would hardly 
consider that a Joan. I made him an advance for a 
few days was all, and he paid me hack. 

Q. You were intending to have the controlling 
interest in this stock—in this company, were you 
not? A. No. 

Q. After the stock transaction was completed, 
and the redemption was made, you did hold the con- 
trolling interest in the Oregon Motor Stages, did 
you not? 

A. No, I had a hundred and forty-five shares. 
Tt would have taken over two hundred shares to 
have the control. [121] 

Q. Now, you were very active in other ventures 
too, were you not, Mr. Royce? 

A. Well, J was in the taxicab business, and the 
Gray Line business; had been for many years. 
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Q. And you were familiar with the other Peti- 
tioners in this case, on other ventures, were you 
not? 

A. I don’t know. Mr. Jacob, I don’t believe I 
have been in any other venture with him. 

@. Well, Mr. Schneider, you were, were you not? 

A. Mr. Schneider and I were in a partnership 
for a couple of years, but that has been closed out. 

Q. Did you have an interest in the Burnside 
Realty Corporation ? A. Yes, I did. 

@. You had the controlling interest at the begin- 
ning, did you not? 

A. No, I did not. There were three people in it 
originally, ten shares each, and then it developed 
there were four, of seven and half shares each. 

Q. You mentioned the Gray Line—what is that? 

A. That is a sight-seeing company. 

@. Now, you had the controlling stock interest in 
the Gray Line? 

A. No. My brother and I were in there equal. 

Q. Fifty percent apiece? 

A. Well hardly fifty. There is an outstanding 

share or two on the outside. 

Q. Now, when did negotiations for the stock be- 

| gin—the Oregon [122] Motor Stages stock? 

A. Oh, JI think probably —oh, probably two 

months before the deal was consummated. 

Q. The deal was consummated on July 2nd, 

| 1945 2 A. Yes. 
Q. Now, you stated Mr. Bentson took a rather 
active part in these negotiations, did you not? 
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A. No. 

Q. When did he get interested in the purchase 
of the stock? 

A. Well, he was down here on a visit—staying 
at my house, and staying at my brother’s house, and 
also visited his niece a few days around here and 
there. but his wife didn’t come down with him. 

Q. When was that, in June of 1945? 

A. Yes, I think about in June. 

Q. Well, did he stay during that entire time up 
to July 2, 1945, when the transaction was com- 
pleted ? 

A. Yes, I think he stayed until just after that. 

Q. You say that he stayed at your place? 

A. He was there for a few days, and then he 
spent a few days at my brother’s place, and a few 
days with his niece. 

Q. That is Mrs. Orsen, you stated here? 

A. That was Mrs. Orsen, yes. 

Q. Was it customary for him to stay at Mrs. 
Orsen’s home when he got here? [123] 

A. Well, he used to stay around at various 
places, and generally, when he came down, he would 
go down to Silvertown and stay a few days too. He 
had some of his folks down there. 

Q. We was about seventy-five or seventy-six 
years old at the time, wasn’t he? 

A. About—I think probably about seventy-four, 
thereabouts. Might have been seventy-five. I don’t 
hardly think so. 
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Q. Now, did you see any financial statement 
about the funds he might have? 


No, I did not. 

Was he a man of expensive habits? 

Of what? 

Expensive habits? A. No, he was not. 


Was he a lavish spender of any kind? 
No, I wouldn’t say so, no. 
Now, in the negotiations for the loan, you 
Healt primarily on that thing, did you not? You 
were the active negotiator for the loan? 

A. You mean with ABC? 


OPoePeor 


Q. That is correct. A. No, I was not. 
Q. Who was? A. He was. 
Q. Mr. Bentson? [124] A. Yes. 


Q. Now, did you deal with George W. Davidson, 
who was the Manager of ABC at that time? 

A. I was there when Mr. Bentson dealt with 
him, yes. 

Q. He is now dead? A. Who? 

@. Mr. Davidson is now dead? 

A. Oh, yes; yes, I believe he is. 

Q@. And ABC, the Portland office, has been 
closed for many years, hasn’t 1t? 

A. I don’t know. 

Q. Now, you approached George W. Davidson 
for a loan, did you not? 

A. No, I don’t think so. I think—I was with 
Mr. Bentson when he made the arrangements for 
the loan. 

Q. Did you discuss the matter with Mr. David- 
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son and tell him that you were interested in getting 
a loan? A. No. 

Q. Mr. Davidson relied upon your eredit and 
reputation, did he not? 

A. Well, of course, I don’t know how he felt 
about it, but he had no reason to. I didn’t represent 
that I was making a loan to him. 

Q. Did Mr. Davidson see Mr. Bentson at all? 

A. Qh, yes. [125] 

@. You introduced him to him? 

A. Mr. Jacob introduced him to him. As well 
as myself. 

Q. Did Mr. Davidson request your personal net 
worth, or financial statement? 

A. I don’t reeall. 

Q. You submitted one, however, did you not, to 
Mr. Davidson, or to the American Business Credit 
Corporation ? 

A. It’s possible, but I am not sure. 

Q. Now, no financial information was required 
of Mr. Bentson, is that correct? 

A. That, 1 can’tesay: 

@. And none were actually submitted? 

A. I couldn’t say that either; I don’t know. 

Q. American Business Credit Corporation 
looked to you for payment, is that right? 

A. I don’t think so. 

Q. Now, they had you sign the note as a maker? 

A. No, as an accommodation on account of his 
situation. 

@. You did sign the note as a maker? 
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A. Yes, I signed the note, but as an accommoda- 
tion maker. , 

Q. You have read the note too, haven’t you? 

A. Yes, I just read it a few minutes ago. 

Q. You understood, did you not, that ABC could 
collect this money from you on this note? 

A. Well, I suppose that if they found it neces- 
sary, they probably [126] could. 

@. Now, why was the check made out payable 
to you and Mr. Bentson, if you didn’t have any- 
thing to do with it? 

A. Cheek made out—what check? 

Q. The check for three hundred and fifty thou- 
sand dollars—the loan that was obtained from the 
American Business Corporation—Credit Corpora- 
tion ? A. I don’t recall that. 

Q. You do know that the check was made pay- 
able to you and Mr. Bentson? 

A. No, I don’t. If it was, I have forgotten it. 
I don’t recall that. 

Q. Wasn’t the check turned over to you? 

A. Idon’t think so. I don’t recall that. 

Q. Do you have the check—do you have the 
number of the exhibits that has that check? On 
these petitions, if your Honor please, I would like 
to state for the record that Respondent’s Exhibit 
B is a check dated July 2, 1945, in the amount 
of three hundred and fifty thousand dollars, pay- 
able to Mr. Bentson and Mr. Royce. That has been 
stipulated by the parties. Didn’t you endorse that 
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stock—that check for three hundred and fifty thou- 
sand dollars? 

A. I don’t reeall it. ‘The check will have to 
speak for itself. I just don’t remember it. 

Q. This is the Exhibit which shows the check— 
the reverse side of it. Will you just see whether 
that is your name that is shown [127] on there? 

A, YVesrit is: 

Q. It is made payable to you, and it was en- 
dorsed by you, is that correct? 

A. Payable to L. R. Bentson and E. Royce. 

@. And on the reverse side of the check, your 
signature appears on it? 

A. That’s right. I had forgotten it. 

Q. Now, Mr. Davidson of American Business 
Corporation—Credit Corporation, required that all 
of the stock be pledged as collateral for the loan 
of three hundred and fifty thousand dollars? 

A. Yes. 

Q. Why did you pledge your stock—because of 
that reason, is that right? x Ves: 

Q. You knew or understood that the three hun- 
dred and fifty shares of stock would later be re- 


deemed by the corporation? A, did T6t 
Q. You knew that the note would be paid out 
of the corporate funds? A. Pardon me? 


Q. Did you know that the note would be paid 
out of the corporate funds of Oregon Motor 
Stages? A. Did I know that? 

Q. That is correct? [128] 
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A. You mean when it was, or did I know it 
previously ? 

Q. When you transacted this loan? A. No. 

Q. You knew, did you not, that Mr. Bentson 
would not pay for the stock? Awe No. Ladid.not. 

@. You testified here on direct examination 
that his funds were blocked by the Canadian Gov- 
ernment ? 

A. That’s—that’s right, funds from Canada, yes, 
but he—if the business ran along, why, he could 
pay for it—and made arrangeinents. 

Q. And that was the theory you were operating 
on, that (interrupted) 

A. That was the theory he was operating on. 

@. You understand that if he wouldn’t have 
paid, you would have had to pay? 

A. Well, it could possibly have been that way. 

Q. Did Mr. Bentson operate—or participate in 
the operation of the business at all? 

A. Participate in the operation of the business? 
He wasn’t in very long. 

Q. He wasn’t—was he—he wasn’t made a Direc- 
tor, was he? A. No, he wasn’t. 

Q. Why wasn’t he made a Director at the same 
time you people [129] were? 

A. I don’t think he was interested in being a 
Director. I never heard him express any interest 
in that line. 

Q. What was the purpose of the redemption of 
the stock ? 

A. Well, the—he offered—he offered to sell it, 
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and due to the fact the war had ended, the need for 
additional equipment wasn’t acute any longer, so 
it was deemed advisable to complete the deal. 

Q. Did you consider at that time of buying of 
his shares rather than using the money of the cor- 
poration ? 

A. We thought it would serve the best interest 
of the company. 

Q. As a matter of fact, you were thinking in 
terms of the future of the company too, were you 
not, at that time? 

A. Thinking of the future of the company? Yes. 

Q. You were anticipating that the population 
would increase in the west? 

A. Well, it had been increasing. 

Q. And you were looking forward to an in- 
creased business from that standpoint? 

A. Well, after the war stopped, it sort of cooled 
us off a bit on the inerease in business for some 
time at least. 

Q. Of course, the war stopping suddenly there 
didn’t have an immediate effect on your business, 
did it? 

A. No, it didn’t have an immediate effect on the 
business, but it had an immediate effect on us, the 
group of us as operators. We didn’t see the profit 
in sight, of course, that we did previously. Which 
[130] proved to be true. 

Q. Actually, Mr. Bentson was never intended to 
hold the stock except for this short period of time, 
was he? 
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A. You say he was never intended to hold it? I 
don’t know what his plans were otherwise, but as 
far as I knew, he intended to hold it. 

Q. Now, I hand you Exhibit 9, it is attached 
to the Stipulation, and ask you if you recognize 
that—that purports to be a letter, does it not, dated 
August 31, 1945, signed by Mr. Bentson? 

A. That’s right. 

Q. To the Oregon Motor Stages? And you ac- 
cepted the offer that was stated in there? 

A. Yes. 

Q. You signed your name there? 

A. As President of Oregon Motors. 

Q. Now, in this letter, he offers to sell the stock 
for the same thing he paid for it, on condition that 
the interest be paid on the note? 

A. That’s right. 

Q. Now, do you know that part of that interest 
had been paid before this letter, is that correct ? 

A. No, I did not. 

Q. Didn’t know anything about that matter? 

A. No. 

Q. Now, I notice that the address, Vancouver, 
British Columbia is on there. Will you look at 
ithat? It appears that there is an erasure on that 
‘original letter? [131] A. Where? 

Q. Right here. (Indicating) Does it appear as 
iif the (interrupted) 

A. It is a little (interrupted ) 

Q. —word ‘‘Washington’’ was put in there 
first ? 
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A. I don’t know. It looks hke there has been 
an erasure, but I don’t know what it would be. 

Q. Now, you know who prepared that letter? 

A. JI don’t know. 

Q. Now, you testified Mr. Bentson was down 
here August 31, 1945? 

A. I don’t know where he had it prepared. He 
probably (interrupted ) 

The Court: I can’t hear you. 

A. He probably wrote the letter himself, as far 
as I know. 

@. This letter seems to be coming from Van- 
eouver, British Columbia, yet, the testimony here 
today, including yourself’s, indicate that he was 
in town on August 31, 1945, and a few days before 
that. A. Not my testimony. 

@. Didn’t you say you talked to him about his 
attitude or—concerning the war, in and around 
that date? A. Not that date, 10: 

Q@. What date were you talking about? 

A. I said probably some time in August. The 
date, I don’t know. 

@. You consider that stock to be worth one 
thousand dollars a [1382] share even on September 
6, 1945, did you, or did you not? 

A. Well, yes, I swppose it was. 

Mr. Pieco: ‘That will be all, your Honor. 


Redirect Examination 
Q. (By Mr. Jones): I would like to ask one 
question. Where does your brother live? 
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A. In Santa Barbara. 

Q. Where did he live in 1945? 

A. He lived out of Vancouver on the Evergreen 
Highway, on the north bank of the Columbia River. 

Q. How far out of Vancouver? 

A. About seven or eight miles. 

Mr. Jones: That’s all, thank you. 


Recross Examination 

Q. (By Mr. Picco): Just one or two other 
questions. You knew that the check that Oregon 
Motor Stages made out to Mr. Bentson on July 
6, 1945, in the amount of three hundred and fifty 
thousand dollars was to be used to pay off the note, 
didn’t you, or did you not? 

A. Your question isn’t quite clear to me. 

Q. Did you know that the check that Oregon 
Motor Stages made to Bentson was to be used to 
pay off the note that was signed by you and Mr. 
Bentson ? 

A. I don’t—TI still don’t understand your ques- 
tion. I didn’t know [133] there was a check made 
on July 6th. 

Q. I understand that the Directors decided to 
redeem the stock—purchase the stock from Mr. 
Bentson—that is right, isn’t it? 

A. Wasn’t that September the 6th? 

Q. September 6, 1945? A. Oh, yes. 

Q. What? 

A. That’s right, they decided to purchase the 
stock, that is correct. 
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Q. Oregon Motor Stages paid three hundred and 
fifty thousand dollars by check to Mr. Bentson at 
that time? Aw That’s Tights 

Q. Now, you knew that that was going to be ap- 
plied on the note that was signed by you and Bent- 


son? A. Well, I suppose so. 

Q. Now, did that have any bearing on—on 
the (interrupted) 

A. I don’t know as I—I don’t know was J—— 
(Gnterrupted) 

Q. reasons why the corporation was called 


to buy the stock? 

A. I don’t know as I ever saw that check my- 
self. I don’t believe I did. 

Q. Didn't you act on that matter of redemption ? 

A. Yes, we did, as a group. [134] 
%, Oe 

Redirect Examination 

Q. (By Mr. Jones): Mr. Royee, did you ob- 
tain some money—some twenty thousand dollars in 
1945, in December, for the Hippodrome Amusement 
Company ? 

A. You mean—from the Hippodrome Amuse- 
ment Company ? 

Q. «Ye. Aw Yes, Hadad. 

Q. And what was the nature of the transaction 
by which you received that money ? 

A. You mean how did I (interrupted) 

Q. No, I don’t mean the check or anything, but 
I mean, what was the understanding (inter- 
rupted) & Oh,as»a loam 
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Q. And with whom did you have that under- 
standing ? ) 

A. With my brother, Barney, and with Mr. 
Niederkrome. 

Q. Ave they in any way interested in the Hippo- 
drome Amusement Company? 

A. Yes, they are. Both stockholders. [165] 

(). Who are the stockholders of that? 

A. There is Mr.—a man by the name of Mr. 
Bartel (phonetic), and Mr. Niederkrome, Mr. Bar- 
ney Royce and myself. 

@. And who are the Directors? 

A. Mr. Barney Royce, Mr. Niederkrome and 
myself. 

Q. And where was this understanding had about 
your making this—horrowing from the Hippodrome 
Amusement Company ? 

A. At our office. 628 N.W. 6th Avenue. 

Q. Does Mr. Niederkrome do the accounting 
for the Hippodrome? A. Yes, he does. 

@. Where is the Hippodrome properties? 

A. In Seaside, Oregon. 

Q. What—will you describe those properties? 

A. The Hippodrome Amusement Company owns 
one entire block in the center of Seaside, and then 
has another part of a block about a hundred and 
fifty feet in width, and about four hundred and 
fifty long, also right in the center of Seaside. 

— Q. Well, now, what were those properties used 

for prior to 1945? 

“A. The part of it was buildings that we built 
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for rental purposes, and which has been rented con- 
tinuously, and then, the part of the other building, 
the large building, was used for rental purposes, 
the part that fronts on Broadway Street, and the 
rest of it was used for a dance hall. 

Q. Is the dance hall still in operation? [166] 

A. No. 

Q. And have you had any other intentions, or 
any intention to do something else with that build- 
ing? 

A. Well, we did plan to have a sort of a place 
for public meetings, at Seaside for conventions and 
so on, but we had a plan to build another building 
on the piece of vacant ground, originally planned 
to build it for Oregon Motor Stages, because it is 
a much more central location than what they had; 
and that didn’t materialize. 

Q. Why? 

A. Well, the Oregon Motor Stage business was 
falling off rapidly, and they didn’t feel it advisable 
to change the location. 

@. That plan didn’t go through then? 

A. That plan didn’t go through. 

Q. Did you have any other plan to use this 
property for some other purpose? 

A. Yes, we had the negotiations with the United 
States Post Office Department, and those negotia- 
tions carried on for some time, and they went so 
far as to submit a plan to their Regional Office in 
Seattle, and the plan was approved, and after some 
alterations by their staff in Seattle, and then it was 
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resubmitted back to our architect, and the plan was 
finally approved by the Post Office Department, and 
was forwarded to Washington. 

Q. Was that a preliminary sketch that you sent 
back ? A. Yes, 

Q. Who made it? [167] 

A. Universal Plan Service—Mr. Bolen (pho- 
netic) and Mr. Byers (phonetic). 
They submitted a bill for it? A: Yes, 
You paid it? Ame es: 
I mean——(interrupted ) 
The company paid it. 
the Universal Plan Service paid it? 
No, the Hippodrome Amusement Company. 
I mean, the Hippodrome Amusement Com- 
pany a the Universal Plan Service, yes. 

A. That’s right. 


oS Gx eS SF aS 


SrOorooSe 


Q. JI am going to hand you an Exhibit which 
we will assume is already marked—it has a pen- 
cilled 35 on it, and will be marked as Exhibit 35, 
and ask you if this is a print from the tracings 
of the [168] preliminary sketch? 

A. (After examining Exhibit) Yes, it is. 

Q. That you have been mentioning for the im- 
provement of the Seaside property of the Hippo- 
drome? A. Yes. 

Q. Mr. Royce, I notice that on this plan, it says, 
‘Building for E. Royce, Seaside, Oregon,” was 
this E. Royce or the Hippodrome? 

A. Hippodrome Amusement Company. 
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Q. You called up the architect and asked him 


to prepare them? A. Yaspel dad 
Q@. «And was the architect Mr. H. B. Bolen and 
Don Byers? A. Yes, Universal Plan Service. 


Mr. Jones: I should like this marked, please, 
as Jdxhibitys: 

The Clerk: Petitioner’s Exhibit 35 for identifica- 
tion. 

(Petitioner’s Exhibit 35, witness E. Royce, 
marked for identification.) 

The Court: Are you offering that? 

Mr. Jones: I shall, yes. I offer it in evidence. 

Mr. Picco: May I ask a few questions, your 
Honor, in connection with this? 

Mr. Jones: Mark this Exhibit 36, would you 
please ? 

The Clerk: Petitioner’s Exhibit 36 for identifi- 
cation. 

(Petitioner’s Exhibit 36, witness E. Royce, 
marked for identification.) [169] 

The Court: Proceed. 

Mr. Picco: When was this plan finished—what 
year? 

The Witness: I—it seems to me it was either 
the latter part of 753 or the early part of 54. 

Mr. Pieeco: It was in 758 and ’54 then, when 
this came out. It says March 17, 1954, does that 
give you some idea of when it was? 

The Witness: That probably was the date of it 
when it was perfected. 

Mr. Picco: When it was drafted. 
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The Witness: And these negotiations had been 
going on, I would say, for, oh, almost a year. 

Mr. Picco: Now, it pertains to what property 
here, I mean———(interrupted) 

The Witness: Well, here’s—this is—this block 
over here, which only shows a little piece of it, 
that belongs all to the Hippodrome, that entire 
block, and this piece here—this front here, a little 
piece here like that, does not belong to Hippodrome, 
and the rest of this block, which you can see is a 
very long block—runs clear over to the Necanicum 
River—that belongs to the Hippodrome and that 
was the location for the building. 

Mr. Picco: And the fact that your name is all 
over this thing, you were just agent for somebody 
in that? 

The Witness: No, I was not. I don’t know why 
they put my name on it, but that’s what they did. 

Mr. Picco: I have no objection to that, your 
Honor, going into evidence. 

The Court: It will be received. 

(Petitioner’s Exhibit 35, witness E. Royce, 
received in evidence.) 

Q. (By Mr. Jones): I am not handing you 
ithe Petitioner’s Exhibit Number 36 for identifica- 
ition, and ask you to state each of the papers— 
‘what each of the papers are that compose this Ex- 
| hibit 2 

A. The first one is a check made to the Univer- 
sal Plan Service, for sixty dollars, from the Hippo- 

drome Amusement Company; and the second is 
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the invoice of the Universal Plan Service, for the 
plan that they made for the Hippodrome Amuse- 
ment Company, for the Post Office Department. 

Q. Now, this check was paid—this invoice here 
on Exhibit 36, is made to E. Royce? 

An Wes: 

Q. The check, however, is signed by—appears 
to be on the bank account of Hippodrome Amuse- 


ment Company ? A. Yes. 
Q. Is that correct? A. That is correct. 
Q. Is it in payment for the plans which are 
Exhibit 35? he Wes. 


@. Was the plan ordered and paid for as an 
obligation of Hippodrome Amusement Company ? 

Bee Tt wei: 

Q. Now, are you at the present time negotiat- 
ing for anything for the improvement of that—or 
for the improvement of that property that’s leased ? 

A. Yes. 

Q. With whom? A. Greyhound. 

Q. Greyhound is what? 

A. Greyhound—Pacific Greyhound is the larg- 
est motor stage operator on the west coast. 

@. And does it have need for some improved 
property, such as you are thinking of in Seaside? 

A. It has need for a better location than they 
have at present. 

Q. And that is what your negotiations are 
about? A. Right. 

Q. By the way, I didn’t ask you this question, 
and perhaps I should. The Hippodrome Amuse- 
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ment Company is an Oregon corporation, isn’t it? 

a ~6Y és, it is. 

Q. It is in good standing now—in other words, 
it is in existence? A. Yes. 

It hasn’t dissolved, or expired? 

It’s a going concern, yes. 

Now, then——(interrupted) [172] 

It owns all this property down there. 
Does it have a monthly rental income? 

Yes. 

Does it have any—has it had any need for 
the twenty thousand dollars that you borrowed since 
the time you borrowed it? A. No, it has not. 

@. Do you expect it will have need for it? 

A. Yes. 

Q. When? 

A. Well, if this negotiation develops, it will 
need it very shortly. 

Q. If these plans here on 36 Exhibit—35 Ex- 
hibit had gone through, would there be any need for 
that twenty thousand dollars? 

A. Yes, there would. 

Q. Supposing that the Oregon Motor Stages had 
have gone ahead and completed, would there have 
been need for the money? 

A. Yes, there would. 

@. When there is need for the money, what do 
you intend to do about it? lee ale 

Q. Is it a loan? A. Yes. 

Q. Has it at all times been your intention to 
repay it? A. Yes; yes. 


OPOPOPOS 
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Q. What—now, when it was taken, was it taken 
with that [173] understanding ? A. Yes, it was. 

Q. Has there ever, in the meantime, been any 
different understanding or intention on your part 
of the other stoeck—of the other Directors’ prov- 
ince? A. No. 

Q. When was the Oregon Motor Stage negotia- 
tion for the improvement underway ? 

A. ‘That was about in either 748 or 749. 

Q. Now, I want to ask you a little question that 
is out of order at this time, but I promise to con- 
nect it up through Mr. Niederkrome. This—there 
is a note receivable standing against you on the 
company’s books, for the amount of this loan. The 
note has not been presented to you for payment, 


is that right? A. That's correct. 
Q. If it is, and when it is, what will you do? 
“A. Pay ite 


Q. I mean, for execution—if and—if it is and 
when it is, what will you do? 

A. If the note is presented? 

Q. If the note is given to you to sign for that, 
what will you do? AL Sign Tt 

Q. Why hasn’t it been signed between the time 
the account of note receivable was opened in 754 to 
the present time? [174] 

A. Well, we didn’t want to change the status 
of it during the—pending of this dispute. 

Mr. Jones: You may cross-examine. 
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Recross Examination 

Q. (By Mr. Picco): What steps were taken, if 
any, to remodel the building in 1945, when this 
loan—this so-called loan was made to you? 

A. The question isn’t quite clear to me, please. 

Q. What steps were being taken by the corpora- 
tion to remodel the building in December of 1945, 
at the time you took twenty thousand dollars out 
of the corporation ? 

A. I don’t—i don’t recall any steps in remodel- 
ing the building at that time. We did do some re- 
modeling, but it isn’t quite clear to me what year 
that was done in. 

@. No plans were taken to remodel actually— 
specific plans until 19538—the plans you just 
brought in—into the trial now? 

A. Well, with the Post Office Department was 
the closest deal we have had to build a building— 
not remodel. 

Q. These plans had to do with—to build a new 
building? A. A new building, yes. 

Q. Now (interrupted ) 

A. There was some remodeling done on the old 
building—the dance hall building, at an earlier 
date. I don’t recall the year. 

Q. Now, the fact that the Commissioner’s agent 
had started the tax investigation some time in ’49 
and ’50 was or wasn’t a factor in [175] getting out 
these plans? 

A. Never thought of it. 

Q. Now, this was an accounts receivable—it was 
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set up as an account receivable on the books, was 
it not? A. Yes. 

Q@. No payment was made on it during all this 
time ? Avo Mo: 

Q. No payment has yet been made? 

A. No: 

Q@. There has been no interest charged or paid 
by you? A. No, but the interest will be paid. 

@. You have the controlling stock interest in 
this Hippodrome? 

A. I believe I do. I think I have a little more 
than fifty per cent. 

Q. You regard the corporation—as your cor- 
poration, do you not? A. No, Lao net. 

Q. Don’t those plans that we have—Petitioner’s 
Exhibit 35, indicate that you regard that as HE. 
Royce—the Hippodrome remodeling? 

A. No; absolutely not. The only reason for that 
is, this architect knows me very well, and I called 
him up and told him what I wanted, and why he 
put my name on it, I don’t know, but he did. 

Q. In 1945, the corporation (interrupted) 

A. But he has done work for the Hippodrome 
Amusement Company [176] before, so he knows 
better. 

Q. You say that in 1945, the corporation was 
thinking in terms of remodeling or expanding, or 
putting on a new building? 

Mr. Jones: What year did you say? 

Q. 1945? 

A. Well, it has been our plan, in our mind, for 
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some considerable time, if we could find a suitable 
tenant, we wanted to construct a building on this 
vacant property. 

Q. Now, wouldn’t that indicate that there was 
a need for that twenty thousand dollars in the cor- 
poration, rather than in your hands? 

A. No, the corporation had no need for the 
money at that time, and hasn’t had since. But if 
any one of those—either one of those propositions 
had developed, they would have needed it. 

Q. Now, you also stated that you had some ar- 
rangements or negotiations going on with Oregon 
Motor Stages? A. Yes. 

Q. That was in 1945 and "46? 

A. No, I think that was about in *48 or 749. 

Q. Now, Oregon Motor Stages is a corporation 
that is owned by you and the Petitioners—the other 
Petitioners in these proceedings? 

A. Let’s see—yes, about—there were about five 
—five ownerships in the property. 

Q. You mentioned that Oregon Motor Stages 
decided—Oregon Motor Stages wouldn’t be in- 
terested because revenues were dropping off, is that 
correct? [177] 

A. They seemed to feel that way, yes. 

Q. That was in 747 and 748? 

A. No, ’48 and 749. 

Q. Now, isn’t it true that Oregon Motor Stages, 
in 1948, bought land at Seaside? 

'A. The Oregon Motor Stages had a couple of— 
they bought about two vacant lots for turn-around 
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purposes at—where they—presently have depots for 
some time. 

Q. What was the purpose of that? Weren’t 
they thinking in terms of getting a place where 
people could board the—board your buses? 

A. Well, the reason they bought those lots was, 
they didn’t have adequate facilities for turning 
around and so on and so forth. 

Q. Isn’t that exactly what the Hippodrome 
Company could have done for them, provided that 
for them? A. Oh, yes. 

Q. Isn’t it true, therefore, that Oregon Motor 
Stages had no intentions of doing that? They in- 
tended to buy land of their own down there, and 
do that very same thing you say was the reason 
for taking the money out? 

A, No; no; no, that is not correct. The present 
location of their depot is way over by the old rail- 
road depot. It is out of the center of the town, and 
it’s a poor location. 

Q. Now (interrupted) 

A. But they didn’t have facilities for handling 
big equipment [178] without the purchase of those 
two vacant lots. I believe it was two vaeant lots. 

Q. Now, actually, you say it’s two vacant lots. 
Now, they actually paid sixty-five thousand dollars 
for the two vacant lots, did they not? 

A. They sure did not. 

Q. Didn’t they purehase the Burke (phonetic) 
Motor Sales building in November, 1949—I am 
talking about Oregon Motor Stages? 
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A. Oh, no. In Seaside, they—I think they paid 
about three hundred dollars apiece for those two 
lots that they bought. 

Q. Now, to get back to the question. Did the 
Oregon Motor Stages pay sixty-five thousand dol- 
lars for a building in 1949 at Seaside? 

A. They did not. 

Q. Were they authorized to buy a building for 
sixty-five thousand dollars in 1949? 

A. At Seaside? 

®. What’s correct. A. No, sir. 

Q. Did we have—do we have the corporate min- 
utes of the Oregon Motor Stages here? Hippo- 
drome is at Astoria, isn’t it? 

Mr. Jones: No, Seaside. 

Q. Well, this was at Seaside, too, wasn’t it? 

A. I beg your pardon. You have confused the 
purchase of that building that was in Astoria. [179] 

Q. As distinguished from Seaside? 

A. From Seaside, yes. 

Q. All right. 

A. But the vacant lot was in Seaside. 

Q. Now, was there a Directors’ meeting of the 
Hippodrome Company held in connection with the 
building plan that we have here, Petitioner’s Ex- 
bit 35? A. Yes, I think so. 

Q. Do we have the minutes of the Hippodrome 
Company here? 

Mr. Jones: No. 

Mr. Picco: Are you going to have them here? 

Mr. Jones: If you have to have them. 
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Q. You had a Directors’ meeting on that—was 
it reduced to the minutes of the corporation? 

A. On the Post Office? 

Q. No, about—about this plan that you had in 
1953 ? A. That’s the Post Office plan. 

@. All right, if that 1s what it 1s, yes. 

A. Yes. J don’t know whether there was a— 
whether it got to that point, because we didn’t—we 
didn’t have a go ahead from the Post Office De- 
partment, however, the Post Office Department, the 
Inspector, Mr. Northrup (phonetic), told me, 
“Don’t be concerned about it,’’ he says, “we’re 
going through with this deal.” But it didn’t go 
through, and they—however, they are building a 
post office, but it wasn’t put on that piece of 
ground. [180] 

Q@. Now, when was the account receivable 
changed to a note receivable? 

A. Idon’t—Mr. Niederkrome could tell you that 
better. I am not quite as familiar with it as he is. 

Q. Some time in 753, wasn’t it? 

A. I wouldn’t be sure. He would know. 

Q. Now, you stated that you didn’t want the 
change of status of that account, is that correct? 

A. That I didn’t want to change it? 

Q. Yes, and that’s why the note wasn’t issued 
to you for execution? 

A. I said that due to this dispute we had with 
the Government, that we didn’t want to change it. 

Q. Actually, you did change it on the books of 
the corporation ? 


’ 
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A. Well, Mr.—I didn’t change it. Mr. Nieder- 
krome takes care of the books, and he would be 
able to explain that to you better. I am not too 
familiar with it. [181] 
ae 2S Ge ED ta 

EZRA ROYCE 
the previous witness called on behalf of the Peti- 
tioners assumed the stand following the previous 
two witnesses out of order, and continued as fol- 
lows: 
Re-redirect Examination 

Q. (By Mr. Jones): Mr. Royce, when were 
you married to Mrs. Royce? Ne 1 ove 

Q. How long have you been in the taxicab busi- 
ness in Portland? [196] 

A. Forty-five years. 

Q. Prior to the time that there was the present 
partnership, was there a corporation? 

A. Yes, there was. 

Q. And did Mrs. Royce perform any services 
for the taxicab company during the time there 
was the corporation and prior to the partnership? 

A. Yes, she did. 

Q. What was the nature of her services? 

A. Well, she done a lot of checking on drivers, 
the quality of service, number of passengers in 
various places; how they handled the public, at the 
depots, hotels, stands, and so on and. so forth. 

Q. And where did you perform your services? 

A. I was busy at the office, shops, garage, and 
SO on. 
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Q. Now, was that corporation subsequently dis- 


solved? A. Yes, it was. 
Q. Prior to its dissolution, was any stock given 
to Mrs. Royce? A. Yes. 


Q. I would like to hand you the Exhibit Num- 
ber 23—I am handing you here, Exhibit Number 
23, and asking you to state what that is? 

A. That is a stock certificate for fourteen thou- 
sand shares, Yellow Cab, Incorporated, an Oregon 
corporation, Portland, Oregon, to Dora F. Royce. 

Q. Now, after this stock was given to her, and 
she was the owner [197] of it, was the corporation 
hquidated ? A. Yes, it was. 

@. And a partnership formed ? A. Yes. 

@. Who were the partners? 

A. Mr. and Mrs. B. Royce, Dora I. Royce and 
myself, Mr. Charles Keffer (phonetic) and Mr. 
C. H. Luton (phonetic). 

Q. Tad those—I want to just eall attention to 
the admitted Exhibit, your Honor, that Exinbit 
Number 24 is the meeting—minutes of the. meeting 
of dissolution of the corporation, and there is no 
use to go into those. And Exhibit Number 25, I 
am going to hand to you and ask you to state what 
that is? 

A. Partnership Agreement, Articles of Partner- 
ship. 

Q. That’s signed by whom? 

A. Hi. Royee, B. Royee, C. H. Luton, Charles 
W. Keffer, Dora F. Royce, Isabelle H. Royee. 

Q. Thank you. Now, when you gave—when you ~ 


: 
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gave the stock certificate to Mrs. Royce, what was 
your intention with respect to the gift? 

A. I intended that she become a partner in the 
company. 

Q. Well, was the gift—was the gift—have any 
conditions to it, of any kind? 

A. None whatever. 

@. Was it—was she obligated to become a part- 
ner in the company, when you gave it to her? [198] 

A. Yes. 

Q. Did you really—what was your actual in- 
tention, so far as the duration of the gift was con- 
cerned ? ' A. There was no duration. 

@. What? A. There was no duration. 

Q. Well, do you mean by that it was short time, 
or long time, or permanent, or what? 

A. Permanent. 

@. Permanent. Now, then, since she was made 
a partner to the company—to the—made a partner 
in the Yellow Cab Company, the partnership, in 
Portland—now, my questions, until I announce 
otherwise are directed entirely to the Portland 
partnership. I will go to the Seattle later. And 
what services, 1f any, has she performed for the 
partnership ? 

A. You say has she performed ? 

Q. Does she—what does she—what has she per- 
formed ? 

A. As I stated previously, she does a lot of 
checking of the drivers, at the stands, the hotels, 


appearance of uniforms, condition of uniforms, 
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and the appearance of the eabs; cleanliness; the 
number of passengers they carry—reports those to 
the office. 

@. How much time does she devote to an oceu- 
pation of that kind? 

A. Oh, at times, she devotes considerable. Other 
times, not quite so much. [199] 

The Court: Is this in the present time or—— 
(interrupted) 

The Witness: She still does it. She still does 
that. Has for years. 

Q. Now, the years in question here are ’44 to 
’47—during that period of time, 44 to ’47—during 
that period of time, how much time there was she 
devoting to this? 

A. Well, I would say a great deal. Some— 
some days she would put in a good many hours, and 
of course, some days, not so much, it depends 
on (interrupted) 


Q. How important is this type of work to a 
taxicab company? A. Very important. 

Q. How about just getting a paid employee to 
do it? 

A. Generally speaking, it doesn’t work so well. 

@. And why is that, Mr. Royee? 

A. Well, they are not interested too much. It 
doesn’t mean anything to them, particularly. 

Q. Now, did Mrs. Royee reecive drawings of 
the partners from this partnership? 

A. Yes, she did. 
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Q. Do you know whether she had a bank ac- 


count of her own? A. Yes, she did. 
Q. Do you know any of the things she spent her 
drawings for? A. Yes, I do. 


Q. Would you recite some of them? [200] 

A. Well, she bought herself fur coats and she 
wanted the basement of our house completed; it was 
a partial basement—she wanted to make a full 
basement, and install a downstairs kitchen; walk-in 
cooler; large freezer; storerooms; luggage room; 
washroom, and so on and that is one of the things 
that she—and enlarged the kitchen upstairs. 

Q. Did she do that with her own funds? 

A. Yes, she did. 

@. Can you name any other conerete articles 
that she purchased ? 

A. Yes, she has always been quite a hand for 
buying books—she bought a lot of hooks—good 
many hundred dollars’ worth. She—another item, 
there was an Eixercycle she bought. 

@. What would that cost? 

A. About three hundred and some dollars, I 
guess—three hundred and fifty—three hundred and 
twenty-five. 

@. Now, do you know whether she ever bought 
any automobiles? ees. 

What did she buy? 

She had a—a Pontiac. 

During this period, 744 to 747? 

Oh, during that period? Excuse me. 
Yes. | 
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A. 


She had a Plymouth, I believe about 744, 


and then she had two New Yorkers. [201] 


Q. 
A. 
Q. 
Q. 
A. 


Those Chryslers? 

Yes, New Yorkers—Chryslers. 

Were those purchased new ? A. Yes. 
What were the cost of those? 

Oh, I think around about—probably close 


to four thousand dollars, I don’t know the exact 


price. 


Q. 
A, 
Q. 
A. 


What were the cost of these—this fur coat? 
She had a couple of fur coats. 

Well, what were the cost? 

Just as a guess, about a thousand dollars 


apiece, say. 


@. Did she ever buy any furniture for the 
house? 

A. Yes, she did. Quite a considerable. 

q. What was that? 

A. Oh, various things—rugs and odd pieces. 

@. Any dishes or table linen? 

A. ‘Table linen, yes, quite a considerable. 

Q. Well, what about that? Do you know about 


it, specifically ? 


> 


Q 
A. 
Q. 
A. 
Q. 


Well, I know one tablecloth she bought. 
What kind? 

I think it is a hand-painted cloth. 

Do you know what the price was? 

Well, not exactly, but it was considerable. 
All right, what about—did she buy any sil- 


verware ? A. Yes. [202] 


Q. 


How much did she pay for it, do you know? | 
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A. I think probably it ran about eighteen hun- 
dred dollars, 1s my guess. 

Q. Did she buy any bonds or stocks? 

A. Yes. 

Q. What? 

A. She bought quite a good many Government 
bonds, and she bought some stock, some bonds. 

Q. In what company? 

A. JI recall the Missouri-Pacific Railroad, one. 

Q. Was that bonds or stock? 

A. I believe it was both. 

Q. What is the cost of this improvement work 
that you have been elaborating on about the house? 
What did that amount to? 

A. It ran somewhere between fifteen and eigh- 
teen thousand dollars. 

@. Was that—all these expenditures out of her 
drawings? A. Yes. 

Q. Who made the sketches for this improve- 
ment on the house? A. She did. 

Q. Who (interrupted ) 

A. In fact, she made the sketches for the entire 

| house. 

Q. Who took care of the ordinary household ex- 
jpenditures, like food, light, heat, groceries, and 
things of that kind? [203] w eliedid. 
 Q. She didn’t buy any of that? 

_ <A. Qh, a tittle, I suppose; not very much. 

Q. You took care of it? A. Yes. 

Q. That was your department? 
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A. Generally speaking, that was—heat, light, 
taxes, Insurance. 

Q. Now, when you formed this partnership, 
what was the intention of the other partners and 
yourself, particularly with respect to Mrs. Royce 
being a valid and bona fide partner? 

A. Our intentions were that she was a full 


partner. 
Q. Is she? A. Yese [ (interrupted) 
Q. Do you know what her interest in the part- 
nership is? A. About twenty-three per cent. 
Q. Do the other partners recognize her as a full 
partner ? A, Mes, they alo. 
Q. As a working partner? A. Yes. 


Q. Myr. Royce, now, there was—I would like to 
go to the Seattle partnership, if I may. There 
was a pre-existing Washington corporation known 
as the Yellow Cab, Incorporated, a Washington 
corporation, is that correct? 

A. There was a corporation, if that’s just the 
exact name, I am not positive. [204] 

Q. Well, I will show you some shares of stock 
here—I am handing you Petitioner’s Exhibit Niwmn- 
ber 14—I think that’s 14—14 that has been re- 
ceived in evidenee. But I would like to ask— 
have you state what it is? 

A. Itisa certificate of the Yellow Cab Company 
of Seattle, for three hundred shares of stock, made — 
out to E. Royee. 

Q. Now, would you look at the next certificate? 

A. That is a certificate for seven hundred shares 
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of stock, made out to E. Royce, trustee for E. M. 
Royee, a minor. 

Q. Now, take a look at the next one, please? 

A. That is a certificate for four hundred and 
two and a half shares of stock, of the Yellow Cab 
Company of Seattle, made out to D. F. Royce. 

Q. Well, now, Mr. Royce, when you—first, who 
is D. F. Royce? A. Mrs. E. Royce. 

Q@. That’s Dora F. Royce. 

A. Dora F. Royce. 

@. And she is one of the Petitioners involved 
in these suits? A. Yes. 

@. And she is the party that we referred to as 


your wife, in talking about the Portland Cinter- 
rupted) A. That is correct, yes. 
Q. -——partnership. Now, who is E. M. Royee, 


mentioned in Certificate Twenty-three, on Exhibit 
14? [205] 

That is my daughter. 

How old is your daughter at this time? 
Twenty-six. 

When did she become of age? 

In 1950. 

And this—these certificates are dated in 744 
! Phe was about fourteen or fifteen at the time these 
“were made, or how old? 

A. Fifteen, I believe. 

Q. Fifteen. Now, at the time, or about the time 
| these certificates were made, did you execute a dec- 
‘laration of trust for her? A. Yes, I did. 

Q. Id lke to show you, Exhibit Number 15, 


OPorop 
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and ask you if that is the Exhibit of trust to which 
you have referred—or the declaration of trust to 
which you have referred ? 

A. (After examining Exhibit) Yes, it is. 

Q. That is in irrevocable trust by its terms, is it? 

A. ‘Phat’s cortect. 

Mr. Jones: Just, if the Court please, I would like 
to read one paragraph of this, I think we can earry 
the thread of it a little better. (Reading) “I, Ezra 
Rovee—” —or, **That I, Ezra Royee, of Portland, 
Oregon, do hereby declare that I am the sole and 
absolute owner of the following deseribed per- 
sonal property in my own right, but do declare that 
I hold the same, henceforth, from the date hereof, 
in trust, in the form of a trust, herein [206] de- 
clared and created for the henefit of my beloved 
daughter, Eunice M. Royce, and others hereinafter 
named, seven hundred shares of the capital stock 
of Yellow Cab Company of Seattle, represented by 
Certificate Number Twenty-three.” Now, the thing 
shows, and I won’t take the time to read further, 
that there may be conversions of other types of 
property. 

Q. (Continuing by Mr. Jones) Now, after these 
shares of stock had been issued, was there a part- 
nership created? A. Yes, there was. 

Q. Now, when you gave these shares of stock, 
did you give them outright, or was there any con- 
ditions to them? 

A. No conditions, no; an outright gift. 


| 
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Q@. They were in perpetuity—in other words, 
they were their shares? A. Absolutely. 

Q. Now, a partnership then was created. How 
many partners were there in that? I will give you 
—I will hand you the Articles of Copartnership—I 
believe you have those over here—16? I would like 
that, please. May I have the gift tax return? I will 
take this bunch right here. Thank you. Here is the 
declaration of trust. The Articles of Copartnership 
is what I want. Thank you. When you made this 
gift of this stock, the gift was one gift to your wife, 
Dora F. Royee, or D. F. Royce, and one to your 
daughter, is that correct? A. That is correct. 

Q. And then you filed gift tax returns? [207] 

A. That’s correct. 

Q. And these are the gift tax returns, both of 
the donor and the donees, covering the gifts? 

A. Yes; that’s right. 

Q. And—(interrupted) 

Mr. Picco: Mr. Jones, what Exhibit is that? 

Mr. Jones: This is Exhibit Number 16. 

@. (By Mr. Jones): Sixteen was what I had 
referred to as the gift tax returns? Ay Wes: 

Q. Thank you. Now, after this gift was made, 
was the partnership formed? 

A. Yes, there was, a partnership. 

Q. And the old corporation liquidated, is that 
correct ? AL Milhats correct. 

Q. And did the stockholders in the old corpora- 
tion, after hquidation, become partners in the new 
partnership ? A. Yes, they did. 
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Q. And I am handing you now, Exhibit Number 
18, and asking you to state who the partners of the 
new partnership were? At the time—find out who 
they are now? 

A. They were B. Royce, E. Royce, E. Royee, 
trustee for E. M. Royee, a minor, D. F. Royce, 
A. H. Wenck, W. L. Rothchild, J. A. Baldy (pho- 
netic), G. E. Worster (phonetic), D. N. Newton 
(phonetic), L. S. Ackerman (phonetic). [208] 

@. Are any of those men—have any of those 
men died since? A. J. A. Baldy. 

Q. He has since passed away? A. Yes 

Q. Now, then, do you know what the intention of 
those partners was at the time this partnership was 
organized, with respect to whether your wife, Dora 
F’. Royce, and the trust, yourself, as trustee for 
your daughter, what their intention was with re- 
spect to whether those two entities were to be bona 
fide partners? A. Yes, they were. 

@. Has that still been the intention ? 

A. YeswSuillis: 

Q. Tell me how that partnership up in Seattle 
operates—who is the Manager? 

A. Mr. A. H. Wenck, has been the Manager at 
all times, since it was organized. 

Q. And did this—do you find it necessary to go 
up there very much ? 

Not very much, no. 

And does your wife ever go up there? 

Oh, occasionally, she goes with me. 

And what does—when you go up there, and 
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when she goes up there, what is the—what do you 
do with respect to the partnership ? 

A. Oh, we look around, to see how things are 
going. [209] 

Q. But Mr. Wenck is the active Manager, is that 
right? 

A. Mr. Wenck is the active Manager, and a very 
good man. 

Q. Now, when she’s there, in addition—do you 
have conferences? A. Qh, yes. 

Q. Does she take part in those? 

A. Yes, she does. 

@. When you are not—when she is not in those 
conferences, does she do any other work up there 
with respect to (interrupted) 

A. Yes, she looks around, to see how things are 
—various prominent points. 

@. Does she report those findings? 

A. Oh, yes. Like hotels, depots. 

Q. Now, do you maintain a bank account, as a 
trustee, for the trust for Eunice? 

A. Yes, I do. [210] 


vs On Gg eo a 


Q. (By Mr. Jones): I am handing you now, 
Petitioner’s Exhibit 37 for identification, and ask 
you to state what that is, Mr. Royce? 

A. That is a passbook of the United States Na- 
tional Bank, in the account of E. Royce, trustee, for 
E. M. Royee. 

Q. Now, does Eunice, and also, does your wife, 
Mrs. D. F. Royce, receive drawings from the part- 


440 Fred C. Niederkrome, et al., vs. 


(Testimony of Ezra Royce.) 
nership in Seattle ? A. Mes, theyedo, 

@. Now, when you get them on behalf of Eunice, 
do you—what do you do with them? 

A. Deposit it in the United States National 
Bank. 

@. In the account represented by this passbook, 
Exhibit 37? A. Bhat’s rightpf21iq 

Q. Has every drawing ever received from that 
partnership up there, since it was created, that was 
made out to Eunice, been put in this bank account? 
Yes, it has. 
So this records every—every deposit? 
That’s correct. 
And every withdrawal? 
That’s right. 
r. Jones: We offer it in evidence. That’s 37. 
r. Picco: Did you develop how much money 
is in there? 
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Mr. Jones: I have got an accountant that will 
put on the—put on the sheet that tabulates that in 
the disbursements. 

Myr. Piceo: No objection. 

The Court: Exhibit 37 is in evidence. 

(Petitioner’s Exhibit 37, witness E. Royee, 
received in evidence.) 

Q. (By Myr. Jones): Now, I am handing you 
Exhibit Number 38 for identification, and ask you 
what that is—what those are 
Exhibit? 

A. Those are the checks that have drawn against 
the account of E. M. Royce, of whieh I am trustee. 


what makes up the 
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Q. During the years here involved? 

A. Yes. 

Q. Now, there are a few missing checks in here 
that have been— [212] you have not been able to 
find, I understand, is that correct? 

A. That is correct. 

Q. Now, those can be ascertained from the stub 
book what they are? A. Yes; oh, yes. 

@. And on the statement that the accountant 
will put in, will all the missing numbers be ac- 
counted for? A. Yes, they will. 

Mr. Pieco: If I understand you correct, these 
are the checks made out by yourself as trustee, com- 
ing out of that bank account? 

The Witness: Yes, that’s correct. 

Mr. Picco: And for various expenditures? 

The Witness: Yes. 

Mr. Picco: No objection, your Honor. 

The Court: Exhibit 38 in evidence. 

(Petitioner’s Exhibit 38, witness E. Royce, 
received in evidence.) 

Q. (By Mr. Jones): Now, Mr. Royce, at the— 
‘at times, have you as an individual, borrowed 
Jmoney from this trust? A. Yes, I have. 

_ @. And when you have borrowed it, what have 
}you done to show your borrowing it? 

_ <A. Made out some notes. 

 Q. And as those notes became due and weren’t 
| paid, what did you [213] do? 

A. Renewed them. 
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Q. (By Mr. Jones): Now, have some of the 
borrowings that you have made, been repaid? I am 
talking about the borrowings during [214] this par- 
ticular period now—have some of those been re- 
paid? A. Yes, they have, 

Q. And are these copies of the notes you gave 
for the borrowings that you made from the trust? 

a. Wesy ehatt’s vient: 

Mr. Jones: I would like to offer them in evi- 
dence. 

Mr. Picco: I would lke to ask a few questions 
first. Now, are these all of the notes you have on 
this? 

The Witness: During these years? 

Mr. Picco: Well, for all of the time that you 
were trustee, during the years 44 to ’47? 

The Witness: Yes. 


Mr. Picco: This represents the amount of money 
during those years that you took out in the form 
of notes? 

The Witness: I think it goes past ’47, doesn’t it? 

Mr. Jones: It goes to ’49, doesn’t it? Let’s see, 
isn’t the year ’49 involved in this? 

Mr. Picco: Oh, yes, on Eunice’s—’49—’44 to 749. 

The Witness: I think it covers 749, yes. 

Mr. Picco: Now, these are dated July 7th, 1952; 
December 26, ’53, and July 10, 1951. 

The Witness: Yes. 

Mr. Picco: So what does that mean? 

The Witness: That means they were renewed. 
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Mr. Picco: You have the renewal notes — the 
other notes? [215] 

The Witness: I am not sure. I think so. 

Mr. Picco: Could you bring these—the old notes 
over, so that we can look at them 

The Witness: I think so. 

Mr. Picco: this afternoon ? 

The Witness: I think I have them. 

Mr. Picco: Now, this constitutes all of the 
amount that you borrowed from the trust? 

The Witness: That’s right. 

Mr. Jones: For that period. 

Mr. Picco: For that period? 

The Witness: That’s correct. 

Mr. Picco: You are sure that there wasn’t some 
hundred and fifty thousand dollars that was bor- 
rowed during that period from the trust, rather 
than two thousand, twenty-five thousand and sixty 
thousand ? 

The Witness: Yes, I’m sure. 

Mr. Picco: No objection to that going in, your 
Honor. 

The Court: Exhibit 39 in evidence. 

(Petitioner’s Exhibit 39, witness E. Royce, 
reccived in evidence. ) 

Q. (By Mr. Jones): Now, during this period, 
Were some sums taken from this account, and depos- 
ited to Eunice’s own bank account? A. Yes. 

Q. Now, Eunice lived at home until she was 
about eighteen, [216] going to high school, is that 
right? A. Yes, that’s correct. 


(interrupted) 
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Q. And then, where was she from 1918 to 1951? 

A. Well Gnterrupted) 

Q@. Well, I don’t think I should—yes, for one 
year, it’s important. 

A. Well, I believe you have that date wrong. 
You said 1918. That’s too early. 

Q. Yes, from the time she was eighteen, I meant 
to say—from the time she was eighteen until 1951? 

A. She was at the—going to school at Oregon 
University. 


@. At the University of Oregon? A. Yes. 
Q. Now, one of those years—one of those years 
would be 1949, wouldn’t it? A. Yes. 


Q. In other words, was she in school in 1949? 

A. Yes. 

@. So, some of the checks that were in here went 
into the bank account that she used during that pe- 
riod? Aw Thatis right. 

@. And where is that bank account located ? 

A. That’s at the Sixth and Morrison Branch of 
the First National Bank. 

Q@. I would like to call your attention specifically 
to—here is [217] a check for two himdred dollars 
to Eunice, and here is another one for three hun- 
dred dollars to Eunice, and there are—here is an- 
other one for three hundred dollars to Eunice—they 
are cheeks in those denominations—are those the 
cheeks that you took from the trust account and put 
into her own bank account that she has? 

A. » That’s correct. 

Q. My. Royce, I would like to ask you one ques- 
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tion a little bit—on another issue here—did you and 
the partners in Portland also hold conferences 
about the partnership ? A. In Portland? 

Q. In Portland, about the Portland partner- 
ship ? A. Yes. | 

Mr. Piceo: This is in respect to the Port- 
land—— (interrupted) 

Mr. Jones: This is in respect to the Portland— 
I’m sorry—I am a little out of place here, but I 
overlooked that. 

Q. Did you and the other partners hold confer- 
ences about that? A. Yes, we did. 

Q. Did your wife attend those conferences? 

A. Yes, she did. 

@. Did she take part? A. Yes. 


Q. And does she keep herself informed about the 
conditions of the Portland business? 

A. Pretty well. [218] 

Q. And about the Seattle business? 

A. Yes, she does. 

Q. Now, then, we have shown that you put in 
gift tax returns for the gifts that you made in—in 
Seattle. Did you make a gift tax return for the ones 
that you made here in Portland ? , 
Mos Iedid nots 
Why? 

I didn’t know that there was such a thing. 
Who made your tax returns in those days? 
iedid. 

And the gift at that time was fourteen thou- 


OPOoOPOoP 
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sand shares, and those were one dollar shares, were 
they not? A. Yes, they were. 

Q. Now, then, in both of the partnerships, your 
assumed name certificates, both at Seattle and Port- 
land were filed, weren’t they? A. Yes. 

@. One in King County, in the Clerk’s office, 
and the other one in the County Clerk of Multno- 
mah County office? A, That's right: 

Q. Your wife—they are in evidence. I just 
want (interrupted) A. Oh, yes. 

Q. -—to make reference to it. Your wife signed 
at both places? A. Yes. 

Q. Now, when this partnership was formed in 
Seattle, was she [219] present at the meeting where 
the formation was made? A. Yes, she was. 

Q. That’s true in Portland also? KK. Wes 

Q. In connection with the liquidation of the 
partnership up in Seattle, all of the stockholders 
tendered their stock for cancellation for the liquida- 
tion of the Seattle partnership, is that right? 

A. Yes, they did. 

Q. I would like to refer you to Exhibit Number 
17—I think it’s over here, and ask you if that—this 
is a photostat of that tender? Here is the original 
tender. This is the original tender of that stock 
signed by all of the stockholders, is that correct? 

Aw Thetis correct. 

Q. And the figures in the column on the right 
show the number of shares that each of them held at 
the time, in the corporation, just before liquidation ? 

w. “Yies: 
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Q. Thank you. Now, that stock was all, actually, 
turned in and cancelled? A. Yes, it was. 

Q. And the same was true in Portland, that all 
the stock was turned in and cancelled here? 

A. Yes. 

Q. That is the pre-existing taxicab company 
was cancelled before the Portland taxicab company 
was organized? [220] A. Yes. 

Q. Now, in these policy meetings that you have 
in Portland and Seattle, how is the opinion and 
judgment of Mrs. Royce received in them? 

A. Very well. 

Q. Does she take part in the discussions? 

A. Qh, yes. 

Q. And in the partnership up there, both you, as 
trustee for Eunice, or Eunice, however you want to 


put it (interrupted) A. Yes. 

@. ——and your wife, have they at all times 
been treated as bona fide partners? 

A. Qh, yes. 

@. And so regarded? A. Yes, indeed. 

@. And that is the intention of all the partners 
—parties up there? A. Yes. 


Q. Now, I would like you to tell me something— 
I would like to have you tell me something about 
the business experience of Mis. Royce prior to her 
marriage to you? 

A. Mrs. Royce started out learning the milli- 
ner’s trade, and worked her apprenticeship, I be- 
lieve, in Salem; then went to Lewiston, Idaho, and 
Toppenish, Washington, Tacoma, Washington; Se- 
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attle, Washington, where she was a designer and in 
charge of the operation [221] for McDougal and 
Southwick (phonetic), the department store. Then, 
after she came to Portland, she was for some time 
with Meier and Frank Company. In designing. 

Q. She had had considerable business experi- 
ence (anterrupted) A. Qh, yes. 

Q. before you married her? A. Yes. 

Q. Now, in this expense account that Eunice 
had, was she free to draw out of that as she needed 
funds? A. Yes. 

The Court: Did she, in fact, draw out of it? 

A. You mean herself? Sign her own checks? 

The Court: Yes. 

A. No. She always asked me for whatever she 
needed. I took care of it. 


Mr. Jones: If the Court please, did you mean on 
her own account, or on this trust account? 

The Court: The trust account. 

Q. On the trust account, you always signed the 
checks ? A. Yes. 

Q. On her account, she alone signed the checks 
without consulting anyone. 

A. Yes, had nothing to do with the trust account. 

Q. Except that the money for it—a great deal of 
it came from [222] the trust account? 

A. ‘Thateismcotrech 

Q. Now, what is the main producing—income- 
producing factor in a taxicab business? 

A. Well, first, you must have capital. 


‘tions in regard to the Portland Yellow Cab 
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Q. Well, is that the important income-producing 
factor? A. Sure is. 

Q. Now, when did Eunice first learn of her own 
trust ? 

A. I think it was about when she was eighteen 
years old. 

Q. And where did you tell her? 

A. At home. 
@. And in what room? 
A. In the kitchen. 
@. And who was present? 
A. Mrs. Royce and myself. 

Q. Why didn’t you tell her before she was 
eighteen ? 

A. Well, I thought she was too young to under- 
stand. What it was all about. 

Q. Since that time, she has known all about its 


operation ? A. Oh, yes. 
Q. Did you ever have a joint checking account 
with your wife? A. No, I did not. [223] 


Pew ke 


Re-Recross Examination 
Q. (By Mr. Picco): I am going to ask ques- 


(interrupted ) A. Yes. 

Q. parinership — Yellow Cab, Portland, 
right now. Now, you made a gift of the stock to 
your wife and daughter—or to your wife, Dora, 


August 1, 1942? A. That’s right. 


Q. Now, at the same time, Yellow Cab, Inc., was 
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dissolved, and a partnership by the same name was 
formed ? 

A. I didn’t quite understand that question? 

Q. At the same time, Angust 1, 1942, the ecorpo- 
ration, Yellow Cab, Inc., was dissolved, and the 
partnership of the same name was [224] formed? 

A. I know it was quite close. I didn’t know that 
it was the same day. I thought that it was a little 
later. 

Q. Now, you—all right—you testified on direet 
examination, that when you turned over the stock 
to your wife, Dora Royce, you intended her to be- 
come a partner in the company? 

A. That’s right. 

Q. And you stated that she was morally obli- 
gated to become a partner? A. Yes. 

@. You wouldn’t have given her the stock, if she 
hadn’t felt that way about it—if she hadn’t felt that 
she was obligated to become a partner? 


A. Well, she—she was—being as she was of so 
much help to me, and so on, that I felt morally obli- 
gated to do it. 

Q. That was the purpose of giving—making the 
gift of stock? A. ‘To make her a partner. 

Q. That’s Tight A, ‘Wiat’s- right, 

Q. Now, as to her activity as a partner. You 
mentioned that she performed many services. Now, 
these services were minor in character, were they 
not? 

A. I don’t think so. To a taxicab operation, those 
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things are vitally important. It’s all we have to sell 
is service. 

Q. Service is very important, I take it, in the 
operation of the [225] Yellow Cab Company here in 
Portland ? A. It’s all we have to sell. 

Q. Now, would you tell us just the time she used 
in giving services again—go over a little of the na- 
ture of the services? 

A. She—she would check the driver’s appear- 
ance, and the service they render, at the hotels, 
depots, places of that kind, where they are easily 
available to check. Check the number of passengers 
in the cabs to see that the drivers report the num- 
ber properly — conditions of the uniforms, condi- 
tions of the cabs, appearance for cleanliness, and so 
on and so forth. 

Q. You didn’t do any of that yourself, did you? 

A. Qh, yes, at times, whenever I have an oppor- 
tunity, yes. 

@. You made the decisions (interrupted) 

A. It is a never ending job. I beg your pardon? 

Q. You made the decisions—the important. deci- 
sions on the cperation of the cab company ? 

A. You say I did? 

Q. Yes. A. Well, I suppose. 

Q. What were your duties, as distinguished from 
Dora Royce’s duties? 

A. Well, I was looking after the things at the 
office, and around the garages, and so on and so 
forth; building, shop, shop crew, garage crew, and 
things of that nature. 
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Q. You were making the everyday decisions that 
had to be made? [226] 

A. Yes. 

Q. Now, you say that Dora Royce rendered 
these services during all of these years, 1944 to 744 
—to 49? A. Yes; still does. 

Q. Can you tell me—can you estimate the per 
cent of the time that she spent in rendering serv- 
ices to the partnership ? 

A. Per cent of her time? 

Q. Yes, was it a great deal of time? 

A. Yes, quite a bit. 

Q. Would you go into that a little more? Was 
she down there everyday ? 

A. No, not everyday, but lots of days she would 
be there—put in a lot of time, and sometimes in 
the evening, also. 

Q. You say she devoted fifty per cent of her 
time to the partnership? Or less? 

A. That would be a little hard to estimate, as 
I say, some days she put in a considerable time, 
and then, some days, she didn’t put in much, if she 
had some other matter that she had to take care of. 


Q. In any event, she put in considerable time — 


and energy (interrupted ) A. Yes. 

Q. in addition to services? 

A. That’s right. That’s my opinion. 

Q. I hand you Respondent’s Exhibit B, which 
is the partnership return of Yellow Cab Company, 
Portland, for the year 1946, and [227] direct your 
attention to Schedule I. That Schedule I has to 
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do with partner’s share of the income and credit, 
and there is a paragraph 2 devoted—yes—per cent 
of time devoted to the business. Will you please 
read what per cent of time was devoted to the busi- 
ness by Dora F. Royce? 

A. The bookkeeper put down ‘‘none.’’ But he 
didn’t know too much about it. Whoever typed 
that just typed that in there, and I don’t know. 

The Court: I can’t hear you. 

A. I said whoever typed this out didn’t know 
anything about it. They just typed in “none.” 

Q. Now, this is your signature (interrupted) 

A. And they put me down for fifty a cent. 
That’s certainly not correct, either. 

@. Is that your signature? 

ena sericht. 

Q. You certified that the return was correct on 
that, did you not? 

A. Yes. I didn’t—that sort of a thing, I never 
give any consideration to. 

Q. Now, I hand you Respondent’s Exhibit W, 
which is the partnership return of the same com- 
pany, for 1948, and ask you again, on page 4, to 
look at Schedule I, and see if the same thing hasn’t 
been reported there? 

A. That is the same thing. [228] 

Mr. Jones: What year is this? 

Mr. Picco: 1948. 

_ Mr. Jones: Well, I object to 48. It’s not even 
»in evidence. That is a year that isn’t even involved 
| here. 

| 
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Mr. Picco: Well, it is, 44 through 749. 

Mr. Jones: Not in Portland. ’47. 

Q. (By Mr. Picco): It won’t be necessary for 
that. You did state, did you not, that she is still 
continuing those services after the years in ques- 
tion ? A. Yes, still does. 

Q. And would you say that this return for 1948 
is wrong also, in that respect? 

A. Yes, I would. 

Q. Now, I hand you Respondent’s Exhibit 
(interrupted) 

A. For some reason, he raised it up to seventy- 
five per cent for me also. I don’t know why. 

Q. Perhaps you worked a little harder that 
year on that, would that be the answer? 

A. In his opinion, apparently (laughter). 

Q. Now, I hand you Respondent’s Exhibit X, 
which is the partnership return for the year 1949, 
and direct your attention to page 4, Schedule I, 
and ask you if her percentage of the time reported 


was again none? A. That’s right. 
Q. And you signed that return also, did you 
not? [229] ae Dechid: 


Q. Now, as to her distribution—her distribut- 
able share of the earnings—was it all withdrawn— 
all of the money—her distributable share of the 
money in the partnership, was it all withdrawn 
from the partnership? 

A. Iean’t answer that exactly. But whatever— 
whenever there was a distribution, why, her share 
was withdrawn, whatever that distribution was. 
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Q. Will you roughly tell us what—how much of 
the distributive share was for the year ’44—1944 
to 1947? 

A. Just offhand, I couldn’t. You would have to 
refer to the records. 


Q. Now, you testified that as to some items, she 
used that money for herself—the expended money? 

A. That’s nght. 

Q. They were comparatively small amounts of 
money, were they not? 

A. Well, no, L wouldn’t say so. 

Q. In comparison to the amount of money that 
she received from the partnership, it was? 

A. Well, yes, that would be true, but of course, 
the biggest item was taxes—that was the big item, 
of course. But it came out of the money that was 
distributed to her. 

Q. One of the big items was the payment of the 
taxes? 

A. That was the big item—hbiggest item. [230] 

). Now, you say that a lot—you say that some 
of the money went into bonds and stock? 

A. Yes. 

@. How was that made—how were the bonds and 
stock made payable to—to your joint account — 
jointly, you and Dora? 

A. We have never had a joint account. 

Q. These stocks that were purchased, did they 
| write them in her name or in both of your names? 
A. The bonds—bonds, I don’t think had any 
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name on them. They’re not—they don’t have names, 
I believe. 

Q. You mentioned one stock, Pacifie, I think 
you said? A. The Missouri-Pacifie. 

@. How much money did she invest in that? 

A. Oh, I have forgotten the exact amount. Sev- 
eral—I think she had a considerable amount of 
Missouri-Paeifie stock, of the old issue. 

Q. Did she invest in that at your advice and 
suggestion ? A. I think so. 

@. You were interested in that stock, weren’t 
you? 

A. I bought some of it, too. Considerable, in 
fact. 

@. Now, did she invest any more money in any 
of these stocks that you know of? 

A. It seemed to me that she had some North- 
western bonds at one time, too. 

Q. You don’t know the amount, or how much? 

A. No, I don’t, and she had some Missouri- 
Pacific bonds and quite a lot of Government bonds. 

@. And you don’t know whether that you took 
title jointly, or in your name? A. No. 

Q. Don’t know any of it? 

A. No, we did not. 

@. Now, that meant—that means a considerable 
amount of money that hasn’t been accounted for, 
now, did you borrow that money from her? 

A. No, she invested that money in the Aldergold 
Copper Company, a considerable amount of it, 
along with myself. 
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Now, you were the 
On a loan basis. 
On a loan basis? 
That was on a loan basis, yes. 
To you? 
No, to Aldergold Copper Company. 
Now, the Aldergold Company—the gold mine 
and copper mine, that you had the primary stock 
interest in it? 

A. You mean—lI don’t quite understand. 

Q. You were promoting that corporation, were 
you not? 

A. I owned about five per cent of the stock in 
it. Is that (interrupted) 

Q. The common stock? [232] A. Yes. 

Q. Didn’t you have much more stock than that. 
in that? A. No. 

Q. You—didn’t you have over a million shares 
in it? Stock? A. Oh, no, indeed I did not. 

Q. Do you have the books of that company 


(interrupted) 


OPOoPOPS 


here? 


A. No, I do not. Mr. Magne (phonetic) is the 
| Secretary of the company. No, I never had a mil- 


| lion shares. 


Q. Would you please explain just how this was 


J loaned to the company—this money that belonged 
+ to Dora was loaned to the Copper Company—the 


Aldergold Copper Company ? 
A. - Well, I don’t—it isn’t quite clear to me. A 
loan is just made as a loan, and a note taken for it. 
Q. She had a little interest in that corporation ? 
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A. She had a little stock in it. 

Q. You were primarily the one that was inter- 
ested in it? 

A. Well, yes. I had about five per cent in it. She 
had some stock in it, not a great lot. But she was 
very much enthused in the company, and she 
thought it had great future and possibilities. 

@. Now, again on that, she made this loan to the 
Aldergold Company at your advice and suggestion? 

A. Not altogether. She—she made many trips up 
there with me, and was very enthusiastic about it. 

Q. How much money did she loan this com- 
pany? 

A. Qh, probably in the neighborhood of seventy- 
five thousand, or thereabouts. 

Q. Now, actually, this company was in develop- 
ing stage at that time? 

A. Yes, you might say that. It was in operation 
though. 

Q. It didn’t start operating, did it, until 1950? 

A. It might be—’49, I am inclined to think. 

Q. In other words, the (interrupted) 

A. But the whole—the thing was beimg built and 
organized and so on and so forth. 

Q. And you were the main promoter and organ- 
izer of that company ? 

A. Well, I don’t know as I could be the main 
promoter and organizer—Mr. Stone, Mr. Magne 
and Mr. Schneider (all phonetic) were very active 
11 1Mt00! 

Q. However, during that period of time—the 
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years in question, 1944 and 1947, it was definitely 
in a development period, and you—it was a—it was 
just a prospecting proposition? 

A. No, it wasn’t a prospecting proposition. It 
was a mine that had considerable tonnage of ore 
developed. 

Q. Now, when was that tonnage developed? 

A. Well, it was developed quite a good many 
years before that. Not by our group. Our group 
wasn’t the one that done that work. That had been 
done some time before. Maybe a good deal of that 
development, I think, took place about thirty years 
before. 

@. Now, tell us just what was done in the way 
of development [234] on that, and what status the 
development was in in this period, 1944 to 1947? 

A. Well, you mean the status of the property 
on the development basis? Well, it had about, I 
would say, probably—oh, three or four thousand 
feet of tunnel work in it, and probably had two 
hundred and fifty thousand tons of ore developed. 
Some hijackers got into it then and took a lot of 
it out. 

Q. Now, that note, you said you took a note on 
that? Arcoeddday banka 

Q. For seventy thousand dollars? 

_ <A. I stated it was somewhere in that neighbor- 
hood. 

Q. Do you have the note here? 

A. No, I do not. 
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Q. Now, isn’t it a fact that that note was made 
out to you—payable to you? 

A. There’s quite a sheaf of notes and just off- 
hand, I couldn’t tell you. 

@. You were selling preferred stock in 1947, 
weren’t you, in that company ? A. Yes. 

(. And for every share of preferred stock, you 
were getting two and a half shares of common 
stock? 

A. Giving two and a half shares, yes, that’s 
right. 

Q. You had over a hundred thousand shares of 
the common, did you not? [235] 

A. You say did I have? 

@. Yes. A. Personally, myself? 

Q. That is correct. 

A. Yes, I have—I have over a hundred thou- 
sand shares. J think it is about five per cent, I 
believe. 

Q. Now, isn’t it a fact that the common stock 
account of that company, Aldergold Copper Com- 
pany, shows you having over a million shares of 
common stock? 

A. No, that’s a trust. That million shares is a 
trust that was deposited with the old National Bank 


in Spokane. That stock does not belong to me. [236] 
SE ae See 


Continued Re-recross Examination 

Q. (By Mr. Picco): We were discussing the | 
Yellow Cab partnership of Portland. A. Yes. 
Q. We were discussing the Aldergold Mine Com- 


: 


| 
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pany? You testified that seventy thousand dollars 
of the money distributed to Dora Royce was in- 
vested in that mine, is that right? A. Yes. 

Q. And that actually was money that was used 
by you in the promotion and sale of the stock in 
that company ? A. No. 

Q. And you said there was a note that was made 
payable to whom? 

A. I didn’t know—I have stated that I didn’t 
know exactly what that situation was, that I would 
have to look it up over the weekend. 

Q. And you are going to bring that in Monday? 

A. I will see what the situation is, and have 
the answer for you Monday. [2387] 

Q. Now, that accounts for the principal amount 
of Dora’s—Dora Royee’s distributive share of the 
partnership earnings, does it not? A. Yes. 

@. And outside of payment for taxes and for 
the small amounts that she made on the basement 
in the home, the improvements around the house, 
it went primarily into this gold mine? 

A. I think about seventy thousand dollars, I be- 
lieve, yes. Of course, the repairs in the home that 


_ she put in there was considerable. 


Q. Is it fair to state the money was invested 


primarily in your own personal ventures? 


A. Well, I don’t know—you couldn’t hardly 
term <Aldergold Copper Company primarily my 
venture. I may have about five per cent interest 


main it. 


Q@. You—you promoted and sold thousands and 
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thousands of shares of common stock in that gold 
mine ? 

A. Well, I didn’t sell all that that was in there, 
you know. There were many people that was doing 
that besides myself. 

@. But you were engaged in the sale of that 
stock? 

Mr. Jones: If the Court please, on this particu- 
lar issue, I don’t have any objection for Mr. Picco 
to examining him on it insofar as it might show an 
inconsistency with any testimony he gave on direct 
examination. But this is a settled issue—this Alder- 
gold Mine is a long, drawn-out settled issue—at 
least, I thought it was settled, and it is not being 
tried in this lawsuit, and I should [238] feel that 
any examination on this issue ought to be confined 
only to conflicting statements. 

Mr. Picco: If your Honor please, I do not want 
to raise any of the settled issues. I am just pursu- 
ing the statement he made that seventy thousand 
dollars of that went into this gold mine, and I am 
trying to show that he was primarily interested in 
the sale and promotion of that gold mine stock. 

The Court: I suppose your theory back of that 
(interrupted) 

Mr. Picco: He practically had the use of that 
money: (interrupted) 

The Court: that his wife invested in his 
ventures, and in that way, subject to his dominion. 
I suppose that is your theory? 

Mr. Pieco> ‘That is*cormreet, your Honor 


1S 
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The Court: You may proceed. 

Q. (By Mr. Picco): So it is a fair statement 
to make that you actually had use of this money? 

A. Well, I don’t hardly agree with that, as there 
being an investment in the Aldergold Copper Com- 
pany, it is in the form of—would be in the form of 
a mortgage, which isn’t a—seems to me, a part of 
the mining company’s affair. 


@. I have one or two more questions on that, 
and I will leave it. You did have a contract, dated 
January 11, 1947, with Mr. Magne and Mr. Stone 
of Spokane, for the purpose of financing the devel- 
opment [239] of that project. You were to finance 
the development of that project? 

A. To a certain extent. 

Q. You did do that, though, did you not? 

A. Yes, I did. 

Q. Now, I am referring my questions to the 
Seattle partnership, with reference to Dora Royce. 
Now, the gift of stock that you made to Dora 
Royce was April 20, 1944, in connection with this 
partnership—in connection with this company ? 

A. Seattle? 

Q. That’s correct? 

A. I think it was in January 744. 

_ Q. Well, anyway, the certificates will show the 
‘ date on that, Mr. Royee. The corporation was dis- 
_ solved and the partnership was formed around May 
1, 1944? A. I believe so. 


_ Q. Now, the formation of the partnership was 


. 


: 
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conceived at, or prior to the time of the making of 
the gift of stock, was it not? 

A. No, I don’t think so. 


®. It was all one transaction, you (inter- 
rupted) 

A. No, I think the gift of stock was made in 
January. 


Q. Did—did you have the same intention of do- 
nating this stock as you did in the stock of the 
Portland cab company? 

A. To make her a partner? 

Q. Right. A. Yes. [240] 

@. And you considered her morally obligated to 
enter that—to become a partner and to enter the 
partnership agreement ? A. She did. 

@. You did consider that, at the time of giving 
the gift—that was the understanding between you 
and Dora Royce? 

A. No, not particularly. When I gave her the 
stock, I just gave her the stock. Now, if she de- 
cided that. she didn’t care to stay in the company, 
she was under no obligation to do so. 

Q. Now, is this a change in your story from 
what you said this morning? 

A. I don’t think so. 

Q. Now, as far as the distribution of the earn- 
ings of the Seattle partnership, what happened 
there—what was the explanation—how was it dis- 
tributed to Dora Royee? 

A. Just, I turned in my original certificate, and 
had new certificates made. 
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Q. Yes, I appreciate that, but the distribution 
of the partnership earnings—did Dora Royce get 
those ? A. Qh, yes. 

Q. In what form? 

A. In proportion to her ownership. 

@. Were checks made out, or did she get it in 
currency ? A. Oh, no, she got it in checks. 

Q. Just as everybody else did? 

A. Just the same as everybody else did. [241] 

@. Now, do you have those checks here? 

A. No, I don’t have them. 

Q. I have a—you were required to bring checks, 
anything along that line, to indicate just how that 
distribution took place, in the subpoena duces 
tecum, weren’t you? 

um Well, they may be here, but I don’t have 
| them. . 

Q. Don’t you have checks that were made out 
'to Dora Royce in 1945? 

A. From the Seattle company ? 

G. Yes. 

A. Oh, I think that the company, of course, 
‘would have them back again, but I believe they 
-are here someplace, I am not sure. 

_ The Court: At the time of these distributions, 
did you make proportionate distributions to all 
the (interrupted) 

A. Yes, in accordance with their percentage of 
- ownership. 

The Court: Periodically ? 

A. Yes. Well, I couldn’t say exactly at any defi- 
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nite time. They were made whenever the funds were 
available—where the company didn’t need them. 

Q. The set of the checks that were received by 
Dora Royce, weren't they endorsed in blank to you? 

A. Endorsed in blank to me? No. 

Q. Did you borrow any of that money from 
Dora Royce? 

A. I don’t recall having done so. 

Q. Do you know how the money was invested 
—or what she did with the money? [242] 

A. Well, for some time there, she kept quite a 
bit of it on hand, I believe. She used her own judg- 
ment as to what she’d done with it. It was not un- 
der any of my control. 

Q. You don’t know anything about it? 

A. Well, I know she had money on hand. I don’t 
know—I didn’t pry into her affairs to see exactly 
how much and so on and so forth. 

Q. You didn’t borrow any of the money from 
her to invest in your enterprises? 

A. I don’t recall having done so. 

Mr. Jones: Mr. Picco, you are speaking about 
which monies now ? 

Mr. Picco: The monies she received from Seat- 
tle Cab. 

Q. You made the statement this morning that 
your wife Dora Royce often went up to Seattle 
with you, in connection with the business of the 
partnership, isn’t that right? 

A. Well, J—oftentimes when I went up, why, 
she would go along with me, yes. 
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Q. Did she use the expression that she would 
sometimes go up alone and check on things up 
there ? . 

A. No, I don’t hardly think so. I don’t recall 
her having gone alone. She may have once or twice, 
but I don’t recall it. 

Q. Now, I am going to ask you questions re- 
ferring to the partnership interest of Eunice Royce. 
May I have Petitioner’s Exhibit 16, 14 and 18 and 
15? [243] 

The Clerk: What was the other one—14? 

Mr. Picco: Fourteen. 

The Clerk: Sixteen? 

Mr. Picco: Sixteen and fifteen next. 

The Court: Mr. Royce, you have spoken about 
investments that your wife made in your home, fur- 
nishings and so forth—home furnishings and con- 
struction, did you participate in those at the same 
time ? 

The Witness: Did J furnish the money? 

The Court: Contribute part of the money? 

The Witness: No. Anything that she wanted, she 
just went ahead and done it herself. She consulted 
!me about it, that she would like to do it, and then 

just went ahead. 

The Court: You didn’t contribute like amounts? 

The Witness: No. 

Q. (By Mr. Picco): Incidentally, in connection 
with the partnership in Seattle, do you know who 
- performed the checking duties which Dora did in 
! Portland—Dora Royee did in Portland? 
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A. They have had, over the years, quite a good 
many people doing that sort of thing. A man by the 
name of Weaver (phonetic) I am particularly fa- 
mihiar with, that has been doing that work for 
years. 

Q. He was an ordinary employee of the com- 
pany ? 

A. Yes, he’s not an ordinary employee, I 
wouldn’t say, but he’s an exeellent top-flight man. 
Mr. Jones: I can’t quite hear you, Mr. Royce. 

A. I say I wouldn’t consider Mr. Weaver an 
ordinary employee. He’s an excellent, top-flight man 
—would be hard for us to replace. 

Q. tL hand you Exhibit Number 16, which repre- 
sents the gift tax return for yourself and the donee 
return for Kunice Royce. A. Yes. 

Q. I want you to look at the donee return. That 
is signed by Ezra Royce, trustee for Eunice Royee, 
is that right? A. Yes, that’s correct. 

Q. Now, did you regard Eunice as a partner in 
this firm, or how did you do it? 

A. Yes, I eonsider her a partner, yes. 

Q. You considered Eunice a partner? 

A. Yes. 

@. And you were acting in a—agency capacity 


vv 


for her? 


A. Well, I would think so, yes. She was a minor © 


at tdaratetianae 


Q. I hand you Exhibit Number 15, which is a — 


declaration of trust—this is a copy—no. I hand you 


Exhibit No. 18, which is the partnership agreement, — 
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and ask you to look at the last page, where the 

signature is on, and how did you sign that, for 

Eunice ? | 

A. EH. M. Royce—Eunice Mae (phonetic) Royce 
by E. Royee, trustee. 

Q. So that when it says E. M. Royee, it has ref- 
erence to Eunice M. Royce? [245] A. Yes. 

Q. Again, you were signing there as if Eunice 
was the partner, is that correct? A. Yes. [246] 
oe ee 

Q. (By Mr. Picco): What was your interest in 
Yellow Cab, Seattle, prior to the gift of stock to 
Eunice and to Dora Royce? 

A. Percentagewise? 

@. No, the number of shares? 

A. I don’t recall the exact number of shares. 

@. Was it fourteen hundred and two shares and 
a half? I think it has been stipulated in one of the 
exhibits that that was the number? 

A. I believe that is probably about right. 

Q. Now, you—you made a gift of seven hundred 

shares to Eunice, and four hundred and two and a 
“half to Dora Royce? A. Yes. 

Q. Who owned the controlling interest in the 
} partnership in Seattle? 
| A. There wasn’t any—any one person that 
owned the controlling interest. 

@. You and B. Royce, and the respective mem- 
hers of the family, owned fifty or more per cent 
of the stock—of the interest of the partnership, 
did they not? 
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A. I think my brother and I owned fifty-one 
per cent at some time. [247] 

Q. Do you know whether any trust returns were 
filed, during the years in question? 

A. Tax returns? 

Q. Trust tax returns, yes? 

A. I don’t know. I am not familiar enough with 
the tax returns to know a trust tax return when I 
see it, I don’t believe. I think all the returns have 
been filed, but I———— (unfinished answer) 

Q. J hand you Respondent’s Exhibit ZZ, which 
is the income tax return—the partnership income 
tax return, the amended one, for 1948—I’m sorry, 
the individual income tax return for 1947, amended, 
by Eunice Mae Royce, and I ask you to look at the 
signature there, and you signed that how? 

A. Eunice Mae Royce, by E. Royce, trustee. 

Q. Yes. Now, that’s the same on all of these, 
Respondent’s Exhibit YY, for the year 1947, is 
that correct? 

A. That was signed E. Royce, trustee. 

Q. That was signed “E. Royce, trustee.” 

A. Her name doesn’t appear on that, for some 
reason. 

Q. I give you Respondent’s Exhibit double-X, 
which is the amended return for 1946 for Eunice 
Royee, and how did you sign that? 

A. E. Royee, trustee, for Eunice Mae Royce. 

Q. Now, these were all on—all on ten forty re- 


turns, were they? There weren’t any trust returns § 


filed there, is that correct? 


} 


n 
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A. I don’t know what you consider—I am not 
too familar—— (interrupted) [248] 

Q. This is on the regular individual return? 

A. Seemed to be all the same, yes. 

Q. Now, I want to show you Respondent’s Ex- 
hibit double-V, for 1945, for the return of Eunice 
M. Royce. Now, is there any signature there, at the 
bottom of that one? A. No, there isn’t. 

Q. It hasn’t been signed, has it? Can you ex- 
plain that to the Court, just what happened in that 
instance ? 

A. I certainly cannot. I can’t understand that. 

Q. Now, I want to find out just what you did 
with the money that was distributed from the part- 
nership to Eunice Royce. Now, you received that 
as trustee, did you not? Aue Yes: 

Q. Was it—did it come in by way of checks? 

A. Yes. 

Q. And it was payable to you, or to Eunice, 
trustee, by—just tell us how it was done? 

A. Well, I—just exactly how the check was 
made out, I don’t know, but it came—it came along 
in proportion to her ownership, the same as to all 
the rest of the partners, and I deposited the check 
in the United States National Bank. 

Q. Now, every time you received a check, pay- 


sable to you, trustee, or to Eunice, by you, trustee, 


you put that in this passbook which is Exhibit 37? 
A. Yes. The United States National Bank. [249] 
Mr. Picco: May I have Petitioner’s Exhibit 37, 


'and also 38, 39, 40 and 41? 
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The Clerk: Forty and 41 haven’t been in yet. 
Which one did you Gnterrupted ) 

Mr. Jones: Thirty-nine—I spoke of 40 and 41, 
but I stoppedvat 39: 

The Clerk: You put them im as one exhibit? 
That"is 39. 

Q. (By Mr. Pieeo): This is Exhibit 37, and is 
this the bank book that you are referring to? 

An Woes 

Q. Now, you say all the monev went into that 
bank—into that bank account? Ay ‘Wesjsoit 

@. That was distributed from the partnership? 

A.” Yes 

Q@. And are these—this is Exhibit 38—there 


seems to be some checks? A. Yes. 

Q. Are those checks that are going out of the 
bank account? A. Yes. 

Q. And to the people that are shown payable 
therein ? A. Yes, that’s right. 


Q. Does that constitute all of the cheeks that 
were in the bank account, or is there still some in 
the bank account, for the years in question? [250] 

A. No, there’s—there are a few—there are a 
few checks that are missing in these here. But Mr. 
Niederkrome made the record and he has those all — 
in the record. 

Q. I want vou to go—— (interrupted) 

A. I don’t know where they have gone to here. 

Q. I want you to go over each one of these — 
checks and tell who the payee is, and tell us just 
what sort of an investment that was? 
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A. That was for (interrupted) 
Q. Now, that’s number one —the number one 
eheck, of Petitioner’s 38? 
A. That is a Government bond. 
Q. That was payable to Yellow Cab Company? 
A. Yes. That was for a Government bond. E 


Q. What happened to the bond? 

A. I think she still has it. 

@. Was that for her? A. Yes. 

Q. Why was it paid to Yellow Cab Company? 

A. Well, the Yellow Cab Company had a per- 
mit to handle United States Government bonds, and 
still has it. 

Q. Let’s take the next one. 

A. So that is the reason we could buy them—— 
(interrupted ) 

The Court: I can’t hear you when you turn your 
head the other way. [251] 

A. We could buy the bonds directly at the Yel- 
low Cab Company because it had some kind of a 
permit from the Government—I believe it’s the 
‘Post Office Department, to sell bonds to its em- 
ployees. Some kind of an arrangement—I don’t 
know just exactly how it works. 

Q. We will just put this at the bottom, and take 
the next one. Check number two. 

A. That is J. W. Maloney (phonetic), Collector 
of Internal Revenue. 

Q. That is two thousand dollars? 

A. Two thousand dollars. 
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Q. That was for payment of the tax? 

A. Yes, And J. W. Maloney—— (interrupted) 

Q. That’s check number three. I’ll call out the 
check number in each one of them. 

A. All right. Eleven hundred and sixteen dol- 
lars and sixty-five cents. 

Q. Number four? 

A. Oh, I see. That again, is for another bond— 


hundred doHar bond. And J. W. Maloney (in- 
terrupted ) 

Q. That’s number five. 

A. ——Collector, two thousand dollars. Check 


number five. Check number six is missing. Check 
number seven is J. W. Maloney, seven dollars and 
five cents. Check number eight is J. W. Maloney, 
[252] Collector, two thousand dollars. 

@. That will be enough for a while now. 

A. There is another one for (interrupted) 

Q. They were all about the same, small amounts 
to Yellow Cab Company, is that right? 

A. That was for bonds also. 

Q. <A hundred and thirty-one dollars? 

A. Yes, a hundred and thirty-one dollars, and— 
I think that is for seven (interrupted ) 

Q. Tell us something about check number ten, 
dated December 29, 1945? 

A. That was a loan to me. 

Q. In what amount? 

A. Twenty-five thousand dollars. : 

Q. Can you tell us anything further about it? 
Have you ever paid it back? A. Not yet. 
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Q. That was in 1945? A. Yes. 
Q. Did you have—did you give her a note or 
anything for that? A. Yes. 


Q. Did you ever pay any interest on it? 

A. Not yet, no. 

Q. Do you have the note? [253] 

[No answer. | 

Q. Do you have the note here? 

A. Yes. I believe the note’s in here. 

Q. It’s not in evidence, no. Check number eleven, 
dated January 14, 1946, is for twelve thousand three 
hundred and sixty dollars, that’s (interrupted ) 

A. J. W. Maloney, twelve thousand three hun- 
dred and sixty dollars. 

Q. Payment of taxes, that is? 

A. That is correct. Check number twelve, J. W. 
Maloney, Collector, seven thousand five hundred 
and forty-two dollars and six cents. 

Q. Just a second, on these two, they are dated 
—are these the payment of taxes for Eunice Royce? 

A. Yes; yes. 

Q. They’re not being used for yours? 

A. Absolutely not. Number thirteen is a check 

\for J. W. Maloney for four thousand dollars. 
Q. Let me go along. We want to eut the time 
a little on this. That is also the payment of taxes? 

A. Yes. 

Q. And the next check is payment of taxes, in 
four thousand dollars? And here is one July 10, 


1945 — ’46 — check number fifteen —tell us about 
that? 


476 Fred C. Niederkrome, et al., vs. 


(Testimony of Ezra Royce.) 

A. That is a check for two thousand dollars, 
made to me. 

Q. Is that a loan to vou—to yourself? [254] 

A. Yes. 

Q. Trustee to yourself? A. Yes. 

Q@. Now, did you give a note on that or was it 
an account? 

A. No, I did—I gave a note on that. 

Q. And that. hasn’t been paid? 

A. I think that has been paid, but I would have 
to dig up the records, and that may take a little 
time to do it, so—— (interrupted) 

Q. When was it paid? 

A. I think it was paid shortly after this. I 
wouldn't be sure about it. I would have to—— (in- 
terrupted) 

Q. Are you sure it wasn’t paid after the inves- 


tigation: (interrupted) A. Moy 110 
Q. —hy the agents? A. No: 


@. Check number sixteen is for payment of 
taxes, four thousand dollars? 

A. Four thousand dollars. 

@. Ten thousand dollars, check seventeen, pay- 
ment of taxes? Ae Raolt. 

@. Nineteen, payment of taxes? A. Yes. 

Q. Four thousand dollars? 

A. Right, [255] 

Q. Now, here is a check vou may explain? 

A. Check number twenty-two, Eunice M. Royee, 
two hundred dollars, December 1st, 1947. 

Q. Is that the one you were talking about this 
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morning? About the two hundred dollars that was 
given to Eunice? A. I don’t recall that. 

Q. Now, this small amount here of two hundred 
dollars, was that for personal expenditures? 

A. Yes. 

Q. At school, or someplace? 

A. Well, for just whatever she wanted it for. 

Q. Check twenty-three, of six thousand dollars 
to the Collector of Internal Revenue? 

A. That’s right. 

@. That’s for her taxes? A. Yes. 

Q. Here’s check twenty-four, to Eunice M. 
Royce, for three hundred dollars? 

A. Three hundred dollars. 

Q. That’s for personal expenditure? 

A. Yes. Shall I go on with another one? 

Q. I will see if I can’t shortcut this. Most of 
these checks are payable to the Tax Collector for 
taxes ? A. That’s right. 

Q. A few in small amounts payable to Eunice, 
-and two or three [256] larger amounts payable to 
yourself, is that correct? 

A. There’s quite a few of them payable to 
| Eunice. 

Q. What is this? A. That was a loan. 

Q. Will you describe—this is check thirty-four, 
dated November 23, 1948, and you (inter- 
rupted) A. Royce, Incorporated. 

Q. You made it payable to Royce, Incorporated ? 
| Ee Yes. 
(). For one thousand dollars? 
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A. That’s right. 

Q. What did that represent? 

A. That was a corporation which—that owned 
some property here in Portland, and I made a Joan, 
and these totals here, I think amount to seven thou- 
sand one hundred dollars (Gnterrupted ) 


Q. You were loaning from the trust again here, 
is that correct? 

A. And they paid interest on it, and she got 
the—— (unfinished answer) 

®. You were paying this—you were paying this 
to yourself, weren’t you? A. No; no; no. 

Q. Will you ex 

A. Royce, Incorporated is a corporation that 
owns the Columbia Athletic Club building. 


(interrupted) 


Q. Well, why was this payment made to Royee, 
Incorporated? [257] 

A. Well, she had funds, and so I just took it 
from her account and loaned it, and they paid inter- 
est on it. 

Q. In other words, you borrowed it? 

A. Not me, no. The corporation borrowed it. 

Q. Here’s another one, check thirty-seven, dated 
February 3rd, 1949? 

A. That was part of the same (interrupted) | 

Q. That was made pavable to Royce, Inc.? 

A. Royce, Ine., same thing. And then there 18° 
another one in there somewhere for five thousand 
dollars on the same thing. It amounted to seventy- 
one hundred dollars. 
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Q. Now, she is loaning to this corporation, is 
that what she was doing here? A. Yes. 

Q. And will you tell us something about the cor- 
poration, Royce, Inc.? 

A. It owns the Columbia Athletic Club building, 
on 11th and Alder. 

Q. Now, you own the controlling stock interest 
in that? 

A. Well, no, I own half interest in it, and two 
other fellows own the other half. 

@. You were interested in seeing that some loan 
was made to the corporation? 

A. Well, I could have just as well made it my- 
self, as far as that goes, but I thought it would be 
probably better from her standpoint [258] that she 
make it. 

@. You were thinking in terms of a good invest- 


ment for her or just (interrupted) 
A. Yes. 
Q. ——hecause you were short of funds? 


A. No, no. No, it was a good investment. The 
interest was paid, the loan was paid. 

Q. Has the loan been paid? A. Oh, yes. 

Q. That takes care of all of these checks, which 
as Exhibit 38. Now, was there any—any balance left 
in the bank account, after using up those checks? 

A. Yes. 

Q. Very much? 
A. Yes, sizeable sum. Mr. Niederkrome has 
the (unfinished answer) 

Q. What sort of investments did you make out- 
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side of this—payment of taxes and payments to 
yourself in the form of a loan—what other invest- 
ment did you make for this trust—for Eunice? 

A. Qh, I don’t reeall just at the minute. 

Q. As a matter of fact, you didn’t make any 
other investments except that, did you? 

A. Yes, I think there has been some invest- 
ments, yes. 

Q. But generally, they are of the type of order 
that we have just given—you have just referred to 
now, in your testimony? [259] A. Loans? 

Q. Loans, yes? A. Yes. 

Q. Now, L hand you Petitioner’s Exhibit 39, and 
ask you again to tell us what. that is? 


A. Those are—that is a copy of a note that I 
gave to Eunice’s aecount. 

Q. Let’s take that one up first. Now, that note 
is dated July 7th, 1952? A. Yes. 

Q. Now, that refers to sixty thousand dollars? 

A, ‘Mhat’seight 

Q. Now, when did you borrow that money ? 

A. Some time in either 745 or ’46. 

Q. And that’s not the—that’s the—you classify 
that as a renewal note, is that correct? 

A. This is, yes. 

Q. And do you have the cancelled note? 

A. Yes, I said this morning I thought I did 
have. 

Q. Will you bring that? 

A. Yes, I will. I will do that. 
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Q. Now, was any interest paid at all on the old 
note? A. There were some payments there. 

Q. These payments were made in 1954, is that 

correct ? A. That’s correct. [260] 

Q. Now, is that payment of principal, or pay- 
ment of interest? A. Payment of principal. 

Q. Just the first note, please? 

A. Payment of principal, I think. I believe that 

the interest is accrued, it will be paid. 

Mr. Jones: A little louder. 

A. Isay the interest has—is accrued and will be 

paid. 

Q. As far as this—this is—we are now referring 
to the note dated July 7, 1952, that is correct, isn’t 
it? A. Yes. 

Q. Now, let’s go to the note.dated December 26, 
11953, and tell us about that. That is a note for 

twenty-five thousand dollars? A. Yes. 

Q. And again, it’s signed by you, and it’s paya- 

ble to the order of Eunice M. Royce? 
: ee Vhat’s*night. 

Q. Now, it’s not payable to the trust at all there, 
tis it? 

A. Well, that’s what is meant by it. 

Q. In fact, the one before is the same one—is the 

same way ? A. Yes. 

Q. Now, you didn’t sign that as—yes, you did, 
» too. Now, that’s twenty-five thousand dollars. When 
was that borrowed ? 

_ A. J think that’s a renewal note too. 
Q. You borrowed that back in 1945, ’46? 
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A. The exact date, I don’t know. Mr. Nieder- 
krome would have [261] that information. 

Q. That’s when you think it was? 

A. You 

Q. Now, did you pay any interest on that note— 
on the old note—the cancelled note? 

A. No, there hasn’t been. That is accrued also. 

Q. I would lke to know why you cancelled the 
other notes? 

A. Well, I didn’t want them to outlaw. 

Q. Is that the reason why? 

A. Yes, that’s the reason. 

Q. But no interest was paid on any of those 
notes, is that correct? 

A. No. I think though, this one was paid. 

Q. Now, you’re—you’re not referring to the note 
for twenty-five thousand dollars? A. No, no. 

Q. Now, we will take up the note dated July 10, 
1951. That is in the amount of two thousand dol- 
lars? A. ¥es: 


Q. Now, that was borrowed back in the tax years _ 


too, was it not? 

A. I think it was probably in ’46—maybe possi- 
bly *47, but I think it was 46. He would have that 
date. 

@. The old note is available around here on 
that? A. Not here, I don’t think. [262] 

@. Did you cancel that too, for the same reason, 
that you were afraid that it would be outlawed ? 

A. Yes, I think so. But I think that one is paid. 
I will have to dig into it. 


| 
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Q. Now, are you sure that that was paid? 

Mr. Jones: The Court isn’t hearing a thing 
you’re saying. 

A. Oh, pardon me. 

The Court: It’s rather important that I hear it. 

A. Yes, that’s right. I’m sorry. You see—part of 
that is paid there, about half of it. 

The Court: Don’t turn your face away. Please 
keep your face turned this way. 

Q. Is this payment of interest or payment of 
principal? 

A. I took it as a payment of principal. 

Q. Now, this payment of about nine hundred 
dollars there—almost (interrupted) 


A. Ten hundred and fifteen dollars. 

Q. That was paid in 1953 and 1954? 

om Yes. 

Q. And nothing was paid on the cancelled note? 
A. No. 

Q. 


In connection with that. Now, did that ac- 
count for all of the money that went into the 
- Kunice Mae trust? A. Yes, it does. 

_ Q. So that outside of payment for taxes, and a 
‘few amounts for [263] personal living expenses of 
_ Eunice, it went into your own notes? 

A. Besides what’s left. 

Q. That is the principal amount went into your 
own notes? A. Taxes and my own notes. 

Q. All told, how much do you owe the trust— 
owe Eunice Mae Royce? 
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Mr. Jones: If the Court please, I would like that 
answer and question restricted to 1949. 

@. Yes, at that period of time? 

A. At the end of 1949—eighty-seven thousand 
dollars. 

@. What kind of interest were you promising to 
pay? A, Threespencent. 

My. Picco: JI have no other questions on these 
matters, your Honor. 

The Court: Do you have any further questions? 


Re-re-redirect Examination 

Q. (By Mr. Jones): I would like to ask a few 
questions here. On this Aldergold Company number 
of shares that you have, Mr. Royce, in your own 
name, in your own right, how many, do you recall? 

A. It’s about five percent, or I think about a 
hundred thirty-four thousand. The exact number I 
am not—— (interrupted) 

Q. I have a figure of a hundred and thirty-four 
one forty-eight, does that figure sound familar to 
you? A. That sounds right. [264] 

Mr. Pieco: What was that answer? 

Mr. Jones: What? 

Mr. Pieeo: What was the answer? 

Mr. Jones: A hundred and thirty-four thousand, 
one forty-eight. 

Q. Mr. Royce, were there ever trouble on the 
drivers not—of the taxicabs not always turning in 
the full amount of the fares or the correct number 
of passengers? A. Oh, yes; yes. 
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Q. Is that one of the reasons—— (interrupted) 

A. Very often. 

@. Is that the reason you have to have a very 
confidential person checking ? 

A. That is correct. 

Q. One of the reasons? 

A. Yes; very important. 

Q. Now, you—do you have other interests be- 
sides the Yellow Taxicab Company that demand a 
portion of your time? des) clon 

Q. And what proportion of your time would you 
say that you devote, during the periods here in- 
volved—or the particular period involved in Port- 
land, 1944 through 1947, how much time would you 
figure that you personally devoted to the affairs of 
the taxicab company ? 

A. Well, there were times when I couldn’t de- 

- vote very much; and other times, I had more. [265] 

Q. Well, can you strike any fair average per- 

‘ centage? 
A. Qh, probably, was in the office half the time— 
in that neighborhood, I guess. 
: Q. Well, now, when you—you spoke this morn- 
| ing about the garage, shop and office? 
A. That’s right. 
| @. Well, what does the half time embrace? 

A. I mean it would cover those three places, the 

garage, and the shop and the office. 
| Q. And the other half of the time was at. other 
affairs? A. Yes. 

QQ. Now, when you were in the office, was your 
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time exclusively devoted to the taxicab company 
business ? A» No, it wasnot: 

Q. What would you use it for? 

A. Oh, various other things that I would have 
to take care of. 

@. People about your other interests would come 
in and talk to you? A. Yes, a good deal. 

@. Letters to write about them? A. Yo 

Q: “Now, Mr. Royce, I want to eall your atten- 
tion to this gift tax return —16, I believe it is. 
I wish you would take a look at that and see if that 
in any way refreshes your memory on the time— 
of the time when the stock was actually given? 

A. (After examining Exhibit) It’s dated March 
the 15th. 

Q. Well, that’s 1945 when you filed it, isn’t it? 

A. Vespthatisamealht: 

Q. Well, is there anything on there—on the face 
of the return in the (interrupted) 

A. Oh, yes, January 1945—’44—January, 1944, 
that’s right, on both of them; that’s right. 

Q. Now, then, having—do you have an independ- — 
ent. recollection of the time of the gift, aside from | 
this gift tax return ? 

A. Well, my recollection was that it was just 
shortly after the first of the year—just a few days. 

Q. Now, the fact that the stock certificate may 
have not been dated until April—ean you explain 
that? 

A. Just at the moment, I ean’t, no. I don’t know — 
how that came about. 
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Q. May I see the stock certificate—that is Ex- 
hibit number 14? (Exhibit handed.) The stock cer- 
tificates appear to be signed by Mr. Wenek and 
yourself as President, and Mr. Wenck the Secre- 
tary, and they appear to be written in a hand differ- 
ent than either of yours, do you know anything 
about looking at that, and the data, that would re- 
eall to you any reason why the certificates are 
dated subsequent to the gift tax returns? 

A. (After examining Exhibit) No, it doesn’t re- 
eall to my mind anything; not just at the moment. 

Q. Is it your best recollection that the gift of 
the stock was [267] actually made in January? 

A. Yes; that’s right. 

Mr. Jones: That’s all, thank you. 

' Re-re-recross Examination 

Q. (By Mr. Picco): My. Royce, you say that 
Dora Royce had charge of appearance and cleanli- 
ness and things like that around the shop—I am 
talking about the Yellow Cab, Portland—her serv- 
ices ? A. No. No, I don’t think I said that. 

Q. Didn’t you state that she had very miscella- 
neous duties, involved with checking on this and 
that? A. On the street. 

Q. She was called the—— (interrupted) 

The Court: Your question was ‘‘around the 
shop,” I have no such information. 

A. No, I didn’t refer to a shop. What she would 


do was to check on cleanliness of the cabs, the ap- 


' pearance of the drivers, cleanliness of the uniforms 
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and things of that kind, out on the street, not in the 
shop. 

Q. Now, if she was doing that, she would get to 
know the drivers very well, wouldn’t she ? 

te ING: 

Q. They would get to know her very well? 

A. Oh, they’d spot her all right, but she made 
no attempt to get acquainted with the drivers. That 
was the thing to keep away from. [268] 

Q@. Well, how do you explain your statement 
then that she had a confidential job in checking up 
for unpaid fares? If she was well-known to the 
drivers ? 

A. No, I wouldn’t say she was well-known to the 
drivers. They didn’t have any idea that she was 
doing that kind of work. The minute they get wise 
to the fact that someone is doing that kind of work, 
their usefulness is gone, so she kept in the back- 
ground in that respect entirely. 

@. Now, on that stock certificate, Exhibit 14— 
the date on that is April 20, 1s 1t not? 

A. Yes, it’s April 20th. 

Q. Doesn’t that fix in your mind what time the 
gift of the stock was made? 

A. No, I don’t know why that’s made that way, 
but the gift of stock was made in January. 

Q. Now, you mentioned something about receiv- 
ing some one hundred and thirty-four thousand 
shares of comnion stock of the Aldergold Copper 
Company ? A. That’s what I have, yes. 

Q. Well, I just want that explained to the 
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Court, so he will understand what you mean by 
that? 

A. I don’t know just what kind—what your 
(interrupted) 

Q. How did you arrive at that number? 

A. That’s the statement from the Sceretary of 
the company. 

Q. This statement is not in evidence at all. I am 
just wondering [269] to know how you knew 
about it? 

A. Well, I knew it was about five percent, and 
the Secretary of the company made that statement 
to show what it was. 

Q. Actually, are you trying to say you don’t 
know exactly the number of shares you did have in 
the Aldergold Company ? 

A. The exact number? No, I did not. 

@. Now, do you know what the capital account 
of the Aldergold Company showed you as being the 
owner of ? 

A. Well, that is what their account would show 
that I was the owner of. If you are talking about 
‘that trust account, and which I was not the 
“owner (unfinished answer) 

Q. Well, I wish you would explain that trust 
‘account—I am very seriously wanting to find out 
vabout that trust account, if you know anything 
‘about it. 

_ A. Well, it was a trust account created there so 
that I would have some control in voting and so on 
‘and so forth. 
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Q. Now, that—there was over a million shares 
involved in that, were there not? A. Yes. 


Q. And you were supposed to have control over 
those shares? 


A. The trust certificates, yes. No, the common 
stocks were the ones that were in the trust, and they 
were —then there were trust certificates issued 
against that. 


Q@. You were goimg to have voting privileges 
over one million shares of the common stock that 
you weren't supposed to own it? [270] 


A. I didn’t own it. 


@. That, if you can explain it, I would hke to 
have you explain that? 


A. Well, as I said, that was put in escrow in the 
old National Bank in Spokane, and trust certificates 
were issued against that, and went along as a bonus 
on the preferred stock; but the common stock was 
still—stayed there, and I had the voting rights on 


that, for a period of ten years. [271] 
week Ot Uae 
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a witness recalled by the Petitioners, assumed the 
stand and testified as follows: 


The Court: You will remember that you are 
under oath. 

Mr. Jones: This witness—has he been sworn? 

The Clerk: He was sworn the other day. 

Mr. Jones: Oh, yes. This witness’ testimony at 
the present time is on the Hippodrome Amusement 
Company issue. If the court please, it is stipulated 
that during the year 1945, the Hippodrome Amuse- 
ment Company was, and now is a corporation, or- 
ganized under the laws of Oregon, and that in 1945, 
the issue of outstanding stock of such corporation 
was, and now is, owned as follows: E. Royce, two 
hundred and eighteen shares; B. Royce, a hundred 
and eleven shares; F. C. Niederkrome, nineteen 
shares; Stephen Bartel, five shares; and total issued 
in outstanding shares, three hundred and fifty-three 
shares. 

Direct Examination 


Q. (By Mr. Jones): Mr. Niederkrome, are you 
a Director of that corporation ? 

me Yes, I am. 

Q. And are you an officer of the corporation ? 

A. Yes. 

Q. What is your office? A. Secretary. 

Q. As well as being Secretary, are you the Audi- 
tor for the [273] corporation ? 

A. Yes, I am. 
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Q. Did you bring the minute book of the corpo- 
ration to court? A. I did. 

Q. It was asked this morning if there were any 
minutes with respect to a post office negotiation for 
the building of a post office at Seaside. Did you 
look through the books for that purpose? 


A. Yes. 

@. Are there any such minutes? 

A. There is—there are. 

Q. May I—would you refer to them, please? 

A. (Referring to minutes) These are the min- 
utes. 


Q. Would you resume the witness stand? Have 
you ever shown me those minutes? Have I ever 
seen them before, so far as you know? 

A. No, you haven’t. 

Q. I don’t know what I am asking for, but I 
would like to have you read them. What date was 
the meeting held? 

A. (Reading) ‘‘Hippodrome Amusement Com- 
pany. Special meeting of Board of Directors held 
April 19, 1954.”’ 

Q@. April 19th? A, 19, 1954. 

Q. Please read any motion or resolution or dis- 
cussion as it pertains only to the post office. There 
is no use reading the whole record. 

A. (Reading) “A quorum was present. Then 
Ei. Rovee explained [274] to the Directors that he 
had been negotiating with representatives of the 
United States Post Office Department on their pro- 
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posal to lease from this company, the entire facili- 
ties of a building to be constructed on the southeast 
corner of Edgewood Street and Ocean Way Strect, 
in the City of Seaside, Oregon, together with the 
eround for building and parking area of approxi- 
mately five thousand square feet. Approximate cost 
of construction of the building; probable years 
rental; and the term of years were fully considered. 
After careful consideration of the proposal, and 
any financing, if necessary, the following resolution 
was unanimously adopted: Whereas, Article 7, of 
the by-laws require that all instruments under seal, 
must be authorized by the Board of Directors; 
therefore, be it resolved that E. Royce as President, 
and H. C. Niederkrome, as Secretary, be, and hereby 
are authorized to execute and deliver to the United 
States Post Office Department, a lease and such 
other documents as may be necessary or required to 
complete leasing of the building and land at the 
southeast corner of Edgewood Street and Ocean 
Way Street, in the City of Seaside, Oregon. And be 
it further resolved, that E. Royce as President, and 
HF. C. Niederkrome as Secretary, be, and hereby are 
authorized, pursuant to Article 7 of the by-laws, to 
execute such contracts, notes, mortgages, or other 
instruments as may become necessary to construct 
and complete the building contemplated under the 
proposal of the United States Post Office Depart- 
ment to lease, if, and when such lease is approved. 
No other business appearing, the meeting was ad- 
journed.’’ [275] 
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Q. Now, that bears the signatures of F. C. Nie- 

derkrome—is that your signature ? 

That’s my signature. 

Are you acquainted with these signatures? 
Yes, I am. 

Is that the signature of E. Royce? 

The signature of EK. Royce. 

Is this the signature of B. Royce? 

The signature of B. Royee. 

When did you—who prepared those meetings 
—munutes ? A. I—TI did. 

@. When were they prepared ? 

A. ‘They were prepared and outlined in the dis- 
cussion, in the form of a meeting. 

@. But who wrote them up in final draft? 

A. I did. 

Q@. When? 

A. The same day. I had them typed. 

@. J have here, Mr. Niederkrome, two exhibits 
for identification. They are 33 and 34—I am hand- 
ing you 33 first. It is a photostat. Will you tell me © 
what it is a photostat of ? 

A. (After examining Exhibit) This is a photo- 
stat of the cash journal of the Hippodrome Amusce- | 
ment Company. And it is the right and left-hand — 
side of the journal. 

@. Who keeps those—who kept the record that § 
that is a picture [276] of? vw Ineo: ‘ 
Q. Does it show a loan—does it show a sum ad- 
vanced to Mr. Royce, in December of 1945? 

A. It does. 


OPOPrPOoPOoP 
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Q. What date? 
A. I don’t believe the photostat is all there. 
Q. Then we will have to put the originals in. 


What account number (interrupted) 

A. Qh, yes, it is here. December 28th—December 
28th. 

Q. December what? A. 28th, 1945. 


Q. Now, were you present at any meeting of the 
Directors — the Hippodrome Amusement Company 
when this was considered — this withdrawal here 
was considered. 

A. Well, it wasn’t—the loan request was consid- 
ered, but it was not a formal meeting. 

Q. Where was the request made? 

A. In our office at (interrupted ) 

@. Who was present? 

A. HE. Royce, B. Royce and myself. 

Q. And what was—what was the substance of 
the conversation ? 

A. Well, Mr. Royce said he could use this 
money, and on the basis that if the company would 
need the money, that he would repay it. It isn’t— 
it wasn’t at all unusual, because there have been 
many [277] times when the company was in finan- 
cial difficulty, that he advaneed money. There were 
no formal notes signed by the Hippodrome to him, 
and here was a case where the situation was re- 
- versed, and he needed—he wanted: (interrupted) 

Q. A little louder. 

A. He wanted to borrow the twenty thousand, 
SO we advanced—we agreed that he could have it on 
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the basis that it would be repaid if and when the 
company required it. 

Q. Was that what was said, and the understand- 
ing that you and Mr. B. Royce had? 

A. That’ smaght. 

Q. And that payment to him shows on the _— 
as a what? 

A. Amount due as a note as an account receiv- 
able, on the books of the Hippodrome Amusement 
Company against E. Royce. 

Q. Is that what it was honestly and truly in- 
tended to be, an account receivable? 

A. That is what it was intended to be, and is 
still intended to be. 

@. And do the other interested parties intend 
that that should be repaid ? A. They do. 

@. And has there been any change in its classifi- 
eation on the books since it was entered as an ac- 
count receivable? 

A. Well, the Hippodrome Amusement is on a 
fiseal year basis—fiseal year ending March 31. Last 
year, when I prepared the tax [278] returns, and 
also this question came up about. the post office, I 
noticed that the account that it was charged to in- 
volved several other items, and J, on my own voli- 
tion, without discussing it with anybody, merely set 
it up as a note receivable. However, I have never 
asked EK. Royce to execute a note. 

@. Well, now, did you owe anything to this 
company ? A. I owe some money. 

Q. How mueh? A. Four hundred dollars. 


: 
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Q. When did you take that from the company? 


A. In 1948. 


Q. And what did you do about it at the same 
time you (interrupted ) 


A. I also set up an account, note receivable, as 
to myself. 

Q. Prior to the time that these notes receivable 
accounts were set up, how did this four hundred 
dollars that you owed show in the books? 

A. It was co-mingled with the item charged 
against EK. Royce. 

Q. Would you indicate the account and the page 
of that photostatic exhibit upon which the co- 
mingled items appear? Just count the pages back? 

A. I don’t—did you give—this is only the cash 
journal. There is no ledger sheet in here. 

Q. Oh, I will give you the ledger. This is Exhibit 
Number 34. [279] 

A. This is an aceount titled—bears the account 


‘number 103.5, and carried under the name of ‘‘Due 


from Stockholders,’’ and the first (interrupted ) 
Q. And how much is (interrupted) 
A. ——entry on that is, is the December entry 


of twenty thousand dollars. 


@. Where is your entry of four hundred dol- 
lars? 

A. It appears on the third line, under date of 
September 30th, four hundred dollars. 

Q. May I see the Exhibit a moment? Now, you 
have been looking at the first page of Exhibit Num- 
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ber 34. Now, I am turning to the second page of 
that Exhibit, and what is that second page? 

A. This is an account, entitled ‘‘Notes Receiv- 
able—K. Royee,’”’ and it has our account number 
102-Cl1, an entry on April 1, 1954, for twenty thou- 
sand dollars. 

Q. Now, while you don’t have it there, I see, is 
there a similar account for you for four hundred ? 

A. There is a similar account for myself, for 
four hundred dollars. 

Q. All right, now will you refer back to Exhibit 
Number 33, which is the journal, and show the 
pages from which these ledger postings came from? 
Just name the pages—number the pages? 

A. It doesn’t show any page on here. It shows 
the (interrupted) 

Q. No, I mean, is it on the second page of the 
photostat? This [280] is number two page. What 
page—just count back—this 1s number one—count 
back. 

A. Well, this is—on the photostat, it is the see- 
ond page. 

Q. On the second page? Now, what item do you 
find on the second page of the photostat? 

An item of twenty thousand dollars. 

Under (interrupted) | 
Charged to E. Royce. | 
Under what date? 

On August—on December 28, 1945. 

Then that is when it was carried as an ac 
count receivable? x Yes l 


a a > & 
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Q. Now, then, turn to the page in the journal 
where that was taken out and put in again as a 
notes receivable ? 
A. The page in the journal is—is on April 1, 
1954. 
Q. Let me see this. Is that the last page of the 
photostat? 
A. That’s the last page—I will give you the page 
number—one, two, three, four—it is page five. 
Q. Well, just the last one. Page five, the last 
page. Mr. Picco has asked for some surplus ac- 
counts of this company. I am going to let him ask 
his own questions, but I will at least identify them 
for you. 
Mr. Picco: All I want to ask. We don’t have to 
put anything in. The earned surplus on December 
28th, 1945, was in excess of twenty thousand dol- 
lars? [281] 
A. I can’t definitely say that, because this is a 
fiscal year corporation, and the earned surplus on 
March 31, ’46, was in excess of twenty-one thou- 
sand. Just exactly what it was on December 31, I 
am unable to say. The previous year, on March 1, 
’45, the earned surplus was sixteen thousand five 
'hundred and seventy-six dollars and thirty-four 
cents. After an operation of twelve months later, 
March 31, ’46, we earned during the year, five thou- 
sand a hundred and twenty-seven dollars and six 
‘cents, making the surplus as at March 31, 746, 
' twenty-one thousand seven hundred and three dol- 
| lars and forty cents. 
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ber 34. Now, I am turning to the second page of 
that Exhibit, and what is that second page? 

A. This is an account, entitled “Notes Receiv- 
able—E. Royee,”’ and it has our account number 
102-Cl, an entry on April 1, 1954, for twenty thou- 
sand dollars. 

Q. Now, while you don’t have it there, I see, is 
there a sinilar account for you for four hundred? 

A. There is a similar account for myself, for 
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Q. All right, now will you refer back to Exhibit 
Number 33, which is the journal, and show the 
pages from which these ledger postings came from? 
Just name the pages—number the pages? 

A. It doesn’t show any page on here. It shows 
the CGnterrupted) 

Q. No, I mean, is it on the second page of the 
photostat? This [280] is number two page. What 
page—just count back—this 1s number one—count 
back. 

A. Well, this is—on the photostat, it is the sec- 
ond page. 

Q. On the second page? Now, what item do you 
find on the second page of the photostat? 

An item of twenty thousand dollars. 

Under (interrupted) 

Charged to I. Royee. 

Under what date? 
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Then that 1s when it was carried as an ac- 
count receivable? A. Yes. 


OProro-r 
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Q. Now, then, turn to the page in the journal 
where that was taken out and put in again as a 
notes receivable ? 

A. The page in the journal is—is on April J, 
1954. 

@. Let me see this. Is that the last page of the 
photostat ? 

A. That’s the last page—I will give you the page 
number—one, two, three, four—it is page five. 

Q. Well, just the last one. Page five, the last 
page. Mr. Picco has asked for some surplus ac- 
counts of this company. I am going to let him ask 
his own questions, but I will at least identify them 
for you. 

Mr. Picco: All I want to ask. We don’t have to 
put anything in. The earned surplus on December 
28th, 1945, was in excess of twenty thousand dol- 
lars? [281] 

A. I can’t definitely say that, because this is a 
fiscal year corporation, and the earned surplus on 
March 31, ’46, was in excess of twenty-one thou- 
sand. Just exactly what it was on December 31, I 
am unable to say. The previous year, on March 1, 
’45, the earned surplus was sixteen thousand five 
hundred and seventy-six dollars and thirty-four 
cents. After an operation of twelve months later, 
March 31, 746, we earned during the year, five thou- 
sand a hundred and twenty-seven dollars and six 
cents, making the surplus as at March 31, 746, 
twenty-one thousand seven hundred and three dol- 
lars and forty cents. 
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Mr. Pieeo: Better get that in then. 

Mr. Jones: Is that satisfactory ? 

Mr. Pieco: Will you stipulate that into this 
record? 

Mr. Jones: What he just said? 

Mt. Rieco: Mes. 

Mr. Jones: Oh, surely. That is stipulated, that 
those facts are correct. Now, I would like to, at this 
moment, offer Exhibit 33 in evidence. 

Mr. Picco: What was that? 

Mr. Jones: I offered Exhibit 33. 

Mr. Pieco: No objection. 

The Court: It will be received. 

(Petitioner’s Exhibit 33, witness Nieder- 
krome, received in evidence.) 

Mr. Jones: Exhibit 34, we offer in evidence. 

Mr. Picco: No objection. [282] 

The Court: It will be received. 

(Petitioner’s Exhibit 34, witness Nieder- 
krome, received in evidence.) 

Q. (By Mr. Jones): All right. At the same 
time, in Deeember of 1945, or any time in 745, were 
any other—were any amounts paid to any of the 
other—or withdrawn, or advanced to, or loaned to 
any of the other stockholders? 

A. No, there wasn’t. 

Q. Has any amount ever been withdrawn in any 


way by B. Royee? A. None. 
Q. Or by Stephen Bartel ? A. None. 


Q. Then you, in 48, and Mr. E. Royee, in 745, 
are the only ones that have ever made any loans 
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from the company ? A. That is correct. 

Q. My the way, your own loan, is that to be 
repaid? A. It certainly is. 

Q. At the time that Mr. Royce got. this, did he 
say he would repay it? A. He did. 

Q. Has he ever repudiated that? A. No. 


Q. And has there ever been discussion about 
when he intended to repay it? [283] 

A. Well, this matter of repayment came up for 
discussion during the negotiation with the Post 
Office, because it was evident that we would have to 
have money, approximately way in excess of thirty 
thousand dollars, and it was then discussed that it 
would be necessary for he and I both to reimburse 
the corporation. 

@. And was there a willingness expressed to do 
that? A. Yes. 

@. Now, then, was there ever—(interrupted) 

A. It certainly would not be fair to the other 
stockholders for us not to repay it and to go out and 
finance money at a rate—at a higher rate of interest, 
perhaps. 

@. Was there ever any other attempts to improve 
that property or—in addition to this post office? 

A. We have made improvements down there sev- 
eral years ago. 

Q. Jam speaking about the Oregon Motor Stages 
—was there any attempt then to do something— 
(interrupted ) 

A. Well, of course, I don’t remember too much 
about that it was some time ago, but I do know 
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that there was negotiation going on. We have always 
have been trying to get rental—renters and develope 
new source of revenue, and at that time, Mr. Royce 
was negotiating. 

Q. Were the negotiations at any time with Grey- 
hound Stage Line? 

A. He’s negotiating with them now. 

Q. And if any of those propositions go through, 
these loans from [284] you and Mr. Royce would be 
repaid then? A. We expect to repay them. 

Q. What is the value of the property down 
there? 

A. Well, the corporation has the book value of 
somewhere around seventy thousand—net worth of 
seventy thousand dollars, but that is far below what 
I think the actual present-day value—(interrupted) 

Q. What’s your actual idea of the value of the 
assets on market? 

A. Oh, probably a hundred and forty thousand. 

Q. Cross-examination—no, I will go to the next 
issue. 

The Court: Net or gross? 

A. No, a hundred and forty thousand—the prop- 
erty is worth that much; the lands and buildings, 
improvements. Net worth is seventy thousand dol- 
lars, approximately. 

Q. Now, Mr. Niederkrome, we will proceed to 
the partnership issue in Portland. I believe you 
testified the day before yesterday that you were the 
Auditor of this Seattle partnership—or the Port- 
land partnership? 
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A. Yellow Cab Company; yes. 

Q. Of the Yellow Taxicab Company? 

A. Yes. 

Q. And that prior to that time, you were the 
Auditor of the preceding corporation ? 

A. Yellow Cab, Incorporated, yes. [285] 

@. Yes. Now, you were a Director of the old 
Yellow Cab Corporation, weren’t you? 

A. I was. 

Q. And that was called, I believe, Yellow Cab, 
Ine., an Oregon corporation? Incorporated was 
spelled out, was it? 

A. The official name was Yellow Cab, Incor- 
porated, spelled out. 

@. Isee. Were you present at a meeting in Aug- 
ust—on August Ist, 1942, when a complete dissolu- 
tion was authorized ? A. Iwas. 

Q. And if I recall correctly, those minutes are 
in evidence here, I will show them to you, Exhibit 
34—24, I made a mistake. Thank you. Now, I am 
handing you Exhibit Number—Petitioner’s Exhibit 
Number 24, and on the front of it is a waiver of 
notice of meeting. There are several names on it. 
One, two, three, four, five, six, seven—seven names. 
Were all the people whose names are on that waiver, 
were they stockholders at the time? A. Yes. 

@. And they were at the meeting? A. Yes. 

Q. Now, is that your signature—of a photostat 
of your signature—(interrupted) 

A. It is, yes. 
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Q. as the Secretary, and you wrote those 
minutes ? A. Yes. [286] 

@. May I see them a moment, please? (Exhibit 
handed) Now, that was the dissolution meeting of 
the corporation, is that correct? 

A. That is right. 

Q@. After that, the partnership was organized? 

A. Yes. 

Q. <A bill of sale then went from the partners 
over to the new partnership, is that correct? 

& That's meht. 

@. After the dissolution was made? Now, let me 
see that, that is Exhibit number 26, please. Well, I 
guess it just went straight over—in the liquidation 
from the corporation to the partnership, is that the 
way it was handled? 

A. Yes, that’s the way it appears here—from the 
corporation to the—(interrupted ) 

Q. Now, what—(interrupted) 

A. partnership. 

Q. a man by the name of Luton, and another 
by the name of Keefer, is it—Keefer or Keffer? 

A. Keffer. 

Q. Keffer. They were in the old corporation? 

A. They were in the corporation. 

@. And then they are also—are these the same 
men whose names appear on the partnership arti- 
eles which are Exhibit 25? 

A. They also appear in the bill of sale. [287] 

Q. I will show you, Mr. Niederkrome. If you 
will turn to the signatures on Exhibit 25. 
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A. (Referring to Exhibit) 

Q. Is that the same Mr. Keffer and Mr.—what 
do you eall him, Luton? A. Luton. 

Q. Mr. Luton, who was—who were the stock- 
holders in the preceding corporation ? 

A. That’s right. 

Q. And these partners here had been partners 
—or had been stockholders in the preceding cor- 
poration ? A. They had been. 

Q. Thank you. Now, I would like you to take 
Exhibits 28, 29, 30 and 31, and explain the capital 
investment and drawings of the partners in this 
Portland Yellow Cab partnership? Before you go 
into any discussion—answer that question, IT am 
handing you Exhibit 31, and ask you to state what 
it is, please? (Exhibit handed) 

A. Exhibit 31 is the surplus account of E. Royce 
—or, in other words, the profit and loss and draw- 
ing account of EH. Royce and Dora F.. Royee, in the 
Yellow Cab Company of Portland partnership. 

@. Very well, and are these figures on it made— 
were they made by you? 

A. No, not necessarily. IT don’t—(nterrupted) 

@. Are you in charge of the books there? 

A. I am in charge, but I didn’t make these 
ficures. [288] 

@. Somebody under you—somebody that works 
under you make them? 

A. Someone under my direction. 

Q. Are the books in your care? 

A. They are in my care. 
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Q. Do you know that these are the actual records 
of the drawings ? 

A. They are the actual records of the drawings. 
me Oe 

Q. Now, looking at the Exhibits that I mentioned 
—I will take these bill of sales, partnerships—which 
were 28, 29, 30 and 31, will you state the capital of 
the partners—of Mr. E. Royce, and of Mrs. Dora 
I. Royee? [289] 

A. In reference to Exhibit number 28, this is a 
closing journal entry of the Yellow Cab Incor- 
porated. This does not show the respective entries 
of the partners in the new partnership—it merely 
closes out the surplus account in the corporation. 

Q. All mght, what does the opening journal 
entry— (interrupted) 

A. The opening journal entry—the opening jour- 
nal entry reflects the assets and the hahilities as they 
were conveyed from the corporation to the part- 
nership, and then goes on to reflect the partnership 
eapital of each of the partners mentioned in the 
assumed business certificate or the bill of sale. 

Q. All right, now, what interest is the interest 
of Mr. E. Royce there? 

A. His interest is twenty-six point one five seven 
five percent. 

Q. And Mrs. Dora F. Royce? 

A. Dora IF. Royce is twenty-three point oh six 
pereent. 

Q. Now, the figures which you have been read- 
ing, together with the interest of the other partners, 
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ean be found near the bottom of the second page 
of Exhibit number—(interrupted) 

A. Second page of Exhibit number 29. 

Q. Twenty-nine. Very well. Now, is there any 
way that you ean identify from these liquidating 
entries of the corporation, that the same assets went 
into the partnership ? 

A. Yes, there is merely a—the mere difference is 
that in the corporation, the assets account were 
credited out and the liabilities [290] charged out, 
the same entry was taken and reversed on the part- 
nership. The entries were closed out of the corpora- 
tion through an entry called ‘‘Liquidating Account.” 
It was then immediately transferred into the part- 
nership books. 

Q. All right, now, the capital then, that was 
transferred over and was divided on the second page 


of Exhibit number 21? A. Twenty-nine. 
Q. Twenty-nine, in accordance with the partner- 
ship agreement? A. Right. 


Q. Very well. Now, let’s talk of the drawings 
here for a minute. Give me anything you don’t 
need—I will take them—as far as drawings are 
concerned. Now, then, in dollars and cents, what 
is the—what was the capital—did Mr. E. Royce and 
Mrs. Dora F.. Royce invest in the Portland partner- 
ship? 

A. Well, Mr. E. Royce—Royce’s interest, was 
twenty-one thousand, two hundred and ninety-five 
dollars and twenty-three cents. 
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Q. And Mrs. Royce’s—Mrs. Dora F. Royce? 

A. Mrs. Dora Royce was eighteen thousand, 
seven seventy-three fifty-one. 

Q. Thank vou. I will take that Exhibit. Now, 
you were speaking from Exhibit number 30 then. 
What page from 30 were you referring to? 

A. I was referring to page one and page—page 
six. Page one and page six. 

Q. Thank you. Now, you have what Exhibit in 
vour hand? [291] 

A. This is the original ledger sheet of the profit 
and loss account of E. Royce and Dora F. Royce 
in the Yellow Cab partnership of Portland. 

Q. Does it show their distributions? 

A. It does. 

Q. Will you read into the record, the distribu- 
tions to Mrs. Dora F. Royee, for the years 744 
through 7°47? 

A. The distribution in 1944, in April, fourteen 
thousand a hundred and eighty-seven dollars and 
seventy-five cents. In June, eleven thousand five 
hundred and thirty dollars—and—yes, eleven thou- 
sand five hundred and thirty. September, eleven 
thousand five hundred and thirty. December, eleven 
thousand five thirty. In 1945, the distribution was— 
in February, eleven thousand five thirty; in May, 
eleven thousand five thirty; in August, eleven thou- 
sand five thirty: im September, eleven thousand 
five thirty; in December, twenty-three thousand 
sixty dollars. Do you want 1946? 

Q. 746 and 747. 
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A. And ’46, February, eleven thousand five hun- 
dred and thirty; May, eleven thousand five thirty; 
August, eleven thousand five thirty; October, cleven 
thousand five thirty. In 1947, September, four thou- 
sand six hundred and twelve dollars. 1948—(inter- 
rupted) 

Q. No, we don’t need 748. [292] 

Se 8 GS Go eS 
Direct Examination—(Continued) 

Q. (By Mr. Jones): J am handing vou a group 
of checks marked Petitioner’s Exhibit 40, and ask 
you to look at them, and to state if you made them, 
and what they are? (Exhibit handed) 

A. Well, these are checks drawn on the general 
fund of the Yellow Cab Company, made payable to 
Dora FE. Royce, and they represent her withdrawals 
from the partnership. 

Q. And I would like to have you—or have you 
eheck those checks off already against the exhibit 
that you were last mentioning when you read off 
her withdrawals? A. No, I haven’t. 

Q. May—that was Exhibit—(interrupted) 

Mr. Picco: Thirty-one. 

@. Thirty-one. May we have it? I would like to 
have you state if those are the checks that repre- 
sent the withdrawals shown on Exhibit 31? 

A. (After comparing) Well, I will say they are 
—two checks [293] in April, one for twenty-six 
fifty-seven seventy-five, and one for eleven thou- 
sand five thirty, which make up this item of four- 
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teen thousand a hundred and eighty-seven seventy- 
five. 

The Court: Speak a little louder. 

Q. Speak louder. 

A. There are two cheeks in April, 1944, one for 
eleven thousand five thirty; one for two thousand 
six fifty-seven seventy-five, which make up the items 
of her April withdrawal, totalling fourteen thou- 
sand one eighty-seven seventy-five cents. 

@. Now, each time, say whether or not that 
checks with your exhibit there? 

A. That checks with the Exhibit 31. In June, 
there was a check for eleven thousand five hundred 
and thirty dollars, which is the total withdrawal for 
June, and it checks with Exhibit 31. In September, 
there is a check for eleven thousand five hundred 
thirty dollars, which is the total withdrawal for 
September 1944, and it checks with Exhibit 31. De- 
cember, there is a check for eleven thousand five 
thirty, and it checks with the total withdrawal for 
December 1944—checks with the Exhibit number 31. 
And February 1945, there is a check for eleven 
thousand five thirty, and that also checks with Ex- 
hibit number 31. In May 1945, a check for eleven 
thousand five thirty, which also checks with the 
amount shown on Exhibit 31; in August, a check 
for eleven thousand five thirty, which is the total 
amount drawn for August, 1945, and checks with 
the Exhibit number 31. [294] 

The Court: Can’t you shorten this? 
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A. I beg your pardon? 

The Court: Can’t you en this? Can’t you 
shorten this by checking them all and see if they 
all check? 

Q. Just check them all and see if they all check? 

A. September checks—(interrupted) 

Q. Don’t talk out loud. Just wait until you get 
the answer for the whole group. 

A. There is one in December that does not check. 
A withdrawal of twenty-three thousand sixty dol- 
lars, and I only have a check for eleven thousand 
five thirty. February—and the rest of the checks 
eheck with the Exhibit. 

Q. Now, this check that you said—(nterrupted) 

The Court: Where does that bring you up to? 

A. To December of 1947. 

Q. Now, then, the check that you said—one 
check was missing, for what month is that? 

A. December—Decemhber 1945. The amount of 
the check is eleven thousand five thirty. 

Q. Do you know whether or not the check was 
written ? A. It was written. 

Q. Was it written to Dora Royce? 

A. It was. 

Q. It is one that you can’t locate? 

A. Can’t locate it—it has probably been mis- 
placed by someone [295] in the office. 

Mr. Jones: Well, we would like to offer those 
checks, Exhibit number 40, in evidence. 

Mr. Picco: No objection. 
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The Court: Exhibit 40 in evidence. 
* + * % 

Q. (By Mr. Jones): Now, have you made an 
analysis, Mr.—this is still directed to the Seattle 
account, as far as Eunice and her trust is con- 
cerned—have you made an analysis of the trust, 
Mr. [296] Niederkrome ? 

A. Yes, I have made an analysis of the Seattle 
drawing account. 

Q. Now, I am handing you—I am handing you 
here, a statement which will be marked for iden- 
tification, 41. 

The Clerk: Petitioner’s Exhibit 41 for identi- 
fication. 

(Petitioner’s Exhibit 41, witness Nieder- 
krome, marked for identification.) 

Mr. Jones: And would you please mark that 
also? 

The Clerk: Petitioner’s Exhibit 42 for identifi- 
cation. 

(Petitioner’s Exhibit 42, witness Nieder- 
krome, marked for identification.) 

Q. Now, 41, would you please explain what 41 
is? (Exhibit handed) 

A. Well, this is an analysis, or a check I made 
of Mr. E. Royce’s trustee bank account at the 
United States National Bank, and I determined the 
deposits that are reflected in his passhook and 
ehecked them against the drawing account of the 
Yellow Cab Company of Seattle, and I found that 
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he reflects in his passbooks, all the items that are 
shown in the drawing account of the Seattle Yellow 
Cab Company, for the account of E. Royce, trustee 
for Eunice M. Royce. 

Q. May I see it a moment? (Exhibit handed) 
Now, I want then to show you—well, I will offer 
this in evidence first. 

Mr. Picco: I have a few questions. Now, this is 
taken primarily from the passbook, is that right? 

A. The information I have is from the pass- 
book. 

Mr. Picco: And it was compared against the— 
the withdrawals in the drawing accounts of the 
books in Seattle—Yellow Cab? 

A. Yellow Cab Company. 

Mr. Picco: That’s fine. This is what you used? 
Exhibit 37? A. ‘That is correct. 

Mr. Picco: No objection. 

Q. All right, now, I am handing you—(inter- 
rupted) 

The Court: You are offering that Exhibit are 
you? Are you offering that in evidence? 

Mr. Jones: Yes, I did, your Honor. 

The Court: Forty-one? 

The Clerk: Forty-one. 

Mr. Jones: Forty-one, yes, sir. 

The Court: It will be received. 

(Petitioner’s Exhibit 41, witness Nieder- 
krome, received in evidence.) 

Q. Now, I am offering—I am handing you for 
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identification, Petitioner’s Exhibit 42, and ask if 
you prepared that? (Exhibit handed) 

A. This is—I did prepare this. 

Q. What is it? 

A. It is a statement for—the tabulation of the 
ehecks issued by E. Royce, trustee, against the 
trustee account with the United States [298] Na- 
tional Bank. 

Q. Does that show the missing checks? 

A, Wh does 

@. And the missing checks, I believe, are num- 
bers six, eighteen, twenty, twenty-one, thirty-two 
and thirty-five, is that correct? 

A. Well, I can’t determine it from this list. 

Q. Is missing—does your record there show that 
eheck number six is a First National—is a check to 
the First National Bank for sixty-thousand dollars? 

A. It is a check to the First National Bank, as 
I determined the—as I found it to be made out 
from the stubs, in the check book. 

®. Yes: A. For sixty thousand dollars. 

Q. And check eighteen, to J. W. Maloney, for 
ten thousand one ninety-seven eighteen? 

A. Number cighteen, yes, right. 

Q. And check twenty, to Eunice Royce for two 
hundred dollars? A. Two hundred dollars. 

Q. And check twenty-one is what? 

A. That’s for J. W. Maloney, Colleetor, four 
thousand dollars. 

Q. Check thirty-two? 
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A. Is to Royce, Incorporated, for five thousand 
dollars. 

Q. And check thirty-five? 

A. That is to Eunice Royce, three hundred dol- 
lars. [299] 

Q. Now, did Mr. Royce indicate to you which 
of those checks were loaned to him? 

A. He indicated to me that these were loans. I 
don’t know as I—(interrupted) 

Q. Well, loans—(interrupted ) 

A. —specifically asked him whether they were to 
him or to someone else. 

Q. That’s these loans? A. Yes. 

Q. Did you make a column showing the loans? 

A. I did. 

Q. Have you indicated on that column—in that 
eolumn, such loans as haven’t been repaid? 

A. I have. 

Q. May I see? What was the beginning balance 
in this account in 19—let’s see, this is on a fiscal 
year, isn’t it? 

A. I didn’t—I didn’t determine the balances on 
this account. 

Q. Do you know what the balance in the ac- 
count in December 31st, 1949, was? 

A. Well, the total deposits were two hundred and 
five thousand a hundred and fifty-four ninety-four. 
Checks issued were a hundred and eighty-six thou- 
sand, forty-six dollars and twenty-one cents, leaving 
a balance of nineteen thousand one hundred and 
eight dollars and seventy-three cents. 
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Q. Would you repeat that last figure? [300] 

A. Nineteen thousand one hundred and eight 
dollars and seventy-three cents. 

Q. Thank you. 

Mr. Picco: What period of time does this cover? 

A. That is for the years 7°49 through—’44 
through 749. 

Mr. Picco: And where are the checks upon which 
this is based? 

Mr. Jones: They are in evidence. 

A. You have them in evidence. 

Mr. Picco: Oh, those are in evidence? 

A. Yes. 

Mr. Picco: So you haven’t—you haven’t tried to 
describe what the loans were to. The checks will 
explain that as much as possible, is that right? 

A. No, I don’t try to—I haven’t tried to de- 
seribe who the loans were made to. 

Mr. Picco: Those are the checks that I exam- 
ined—(interrupted) 

Mr. Jones: Mr.—those are the ones you exam- 
ined Mr. Royce on. 
Mt? Picco: Mr. Royce on. No objection. 

The Court: Are vou offering it? 

Mr. Jones: J am offering that in evidence, ves. 

The Court: Fxhibit 42 in evidence. 

(Petitioner’s Exhibit 42, witness Nieder- 
krome, received in evidence.) [301] 

Mr. Jones: Inasmuch as we are not identifying 
those, I would like to stipulate with you before the 
day is over, sometime, what my Seattle Exhibits are 
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—we have pretty well identified them, and had them 
identified, Mr. Picco. I don’t want any slip-up— 
on Exhibits 21—I will tell you the ones I want to 
identify here—are 20 and 21—may I see them? (Hix- 
hibits handed) Thank you. I would like to stipulate 
that Exhibit 20 is the journal—or pages from the 
journal—this is 20—pages from the journal of the 
Yellow Taxicab of Seattle, a partnership, setting 
forth the entries opening the books of the partner- 
ship, May Ist, 1944. 

Mr. Picco: That has been received, hasn’t it? 

Myr. Jones: It has been received, but it has never 
been explained as to what it is. 

Mr. Pieco: I agree with that. 

Mr. Jones: All right. Then I would like to also 
stipulate with you that Exhibit 21 consists of sheets 
from the general ledger of the partnership of the 
Seattle Yellow Taxicab Company, showing the part- 
nership accounts of E. Royce, E. Royce, trustee of 
E. M. Royce, and Dora F. Royee, and the drawing 
accounts of each of the persons for the years 1945 
through 53. 

Mr. Picco: I agree to that. 

Mr. Jones: Thank you. Now, in order to save 
time, I am not going to ask this witness to go 
through and analyze those accounts as I did for 
Portland, but we would do it in the same way. You 
may cross-examine this witness. [302 ] 


Cross Examination 
Q. (By Mr. Picco): Just generally, without 
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going into the specific issues that you are here testi- 
fying about—you are related to Ezra Royce, aren’t 
you? A. Yes. 

@. What is the relation? 

A. He’s my brother-in-law. 

Q. Now, the Petitioner, Ezra Royce is the active 
member of the Hippodrome Amusement Company 
and the Yellow Cab Company of Portland, is he 
not? 

A. Well, I believe his brother has always been 
quite active too. And I have taken some interest in 
the Hippodrome Amusement Company. I am a 
stockholder. 

Q. Now, as far as the Petitioner Barney Royce 
is concerned, he has been rather inactive for years, 
hasn’t he? 

A. Well, he comes up here three or four times 
a year. He usually discusses with me quite a num- 
ber of things. 

Q. Hasn’t he been living in California for the 
last— (interrupted) 

A. That’s right; living in California. 

@. How long has that been going on? 

A. Well, his home, until recently, has been in 
Vaneouver, Washineton. He had just taken—he 
sold his home in Vaneonver last summer, and I 
wold sav that he is probably making his perma- 
nent residenee in California now. [803] 

Q. But prior to that time he was in California 
on account of health reasons? During the years in 
question here? 
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A. He originally went there because of his wife’s 
health. 

Q. Now, would you say—is it a fair statement 
to say that Ezra Royce is the dominant personality 


of the group? A. He’s the most active, yes. 
Q. And he has the controlling stock interest in 
these ventures ? A. In the what ventures ? 
Q. The Hippodrome? 
A. He does in the Hippodrome, yes. 
Q@. And Yellow Cab? 
A. He doesn’t control the Yellow Cab Company. 
Q@. You take your instructions and orders from 


the Petitioner, Ezra Royce, don’t you? 

A. Quite ORI sometimes from B. Royee. 

Q. You work under Ezra Royce? 

A. Yes. To a considerable extent, at least. 

Q. Now, going to Hippodrome Amusement Com- 
pany. Steps were being taken to remodel the build- 
ing, or to construct a new one in 1945, isn’t that 
correct? 

A. No, I don’t there were any steps to remodel 
the building in *45. 

Q. When were steps taken? 

A. There was no remodeling done until just 
three or four years ago. [304] 

Q. When did these plans come into conception? 

A. With reference to the post office? 

Q. No, with reference to remodeling the build- 
ing or constructing a new building? 

A. Well, that was during—that is during, I 
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think, probably °48, ’49—I am not certain as to the 
date on the—with reference to the Oregon Motor 
Stages—(interrupted) 

Q. That’s right. I mean, weren’t you thinking 
about those things in 1945 and 1946? 

A. J don’t think they had developed at that 
stage—’45. 

Q@. You were thinking of using—of constructing 
a building so that Oregon Motor Stages could use it? 
T am not sure that that was in 45. 
Well, do you know what year it was? 
I did—it was a later year. 
Was it 747? 
It could possibly be, yes. 
Now, wasn’t there a need then for that 


o-eore> 


money? 

A. It didn’t get into any final stages of con- 
struction on it. In fact, there was never any agree- 
ment entered into to construct the building. 

Q. Did you tell me—didn’t you tell—didn’t you 
say on direct examination that improvements were 
made several years ago? 

A. Several years ago. 

Q. Now, at that time, wasn’t there a need for 
the money? [305] 

A. Didn’t require—we had enough money to do 
it. Didn’t require any extra funds. 

Q. What sort of improvements were those? 

A. Oh, we installed a new furnace; installed a 
kitchen for the purpose of using the facilities for 
eonventions, and we installed a new entrance. 
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@. Now, were there any records of minutes 
authorizing the payment of twenty thousand dol- 
lars to Ezra Royce? 

A. No, it was an informal agreement. 

Q. Ezra Royce just requested the money, is that 
it? A. Yes. 

Q. His requests were normally complied with, 
as a matter of course, were they not? 

A. Yes;so were mine. And so were B. Royce’s. 

Q. Wasn’t that a rather unusual situation, you 
ean just use the corporation when you wanted to, 
is that it? Is that what you are trying to tell the 
Court? 

A. That isn’t the situation exactly. He has been 
—hoth he and B. Royce have, at times, came—come 
to the rescue of the corporation in those years, 
when the corporation was going through lean 
profits, and had a deficit for about ten years, and 
they advanced the corporation money, to help it 
out. And I, as a minority stockholder, did not feel 
that it was unreasonable to help—or to accommo- 
date them—to accommodate Mr. E. Royce with 
twenty thousand dollars, as long as the corporation 
was not needing the funds. [306] 

Q. When did this happen—that the corporation 
was in need of funds? 

A. It—there were a good many years prior to 
45. I think my surplus account will show that we 
carried a deficit there for probably ten years. And 
during that period, both E. Royce and B. Royce 
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eame forth with advances to carry the corporation 
through this situation. 

Q. ‘That was in the earlier years? A. Yes. 

Q. In the thirties? 

A. And when the situation was reversed, I was 
not opposed to making an accommodation. 

Q. Now, you mentioned that changing of the 
account receivable to a note receivable—that was 
in 1954, was it? 

A. Yes, I did that in March—after the closing 
of the books on March 31. I did that on my own 
volition. I didn’t discuss this with anybody. I 
had no reason to do it, other than we were think- 
ing of—we were discussing—a negotiation with the 
Post Office Department, and it would then be neces- 
sary to have the funds. And the matter came to 
my attention, and I merely attempted to—to set the 
accounts up and segregate them, so the items would 
not be co-mingled. I did not ask Mr. Royce at that 
time to sign a note, and insofar as the negotiations 
fell through, there has nothing been done about it. 


Mr. Jones: Mr. Niederkrome, I don’t think that 
the Judge [807] can possibly hear you unless you 
speak up. 

Q. Actually, there was no reason for changing 
the account at all, was there? 

A. There wasn’t. 

Q. If you people wanted to repay, you could 
have done it without putting a note into the thing, 
at that time, as late as 1954, is that right? 
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A. We can instate a note there any time, I pre- 
sume. 

Q. Your reason, would you say that it was a per- 
sonal reason for changing that account? 

A. I did it on my own initiative. 

Q. Did you do it because of this examination in 
the income tax liability of Mr. Royee and the other 
Petitioners ? 

A. No, sir, as a matter of fact, there has only 
been about two months that I knew that this was 
in issue, and the deficiency assessment against him. 
I did not know this before. J have never seen his 
deficiency notice. I didn’t know what the assess- 
ments were, or what the deficiencies——(unfin- 
ished answer) 

Q. You didn’t know anything about it until just 
recently ? A. About two months ago. 

Q. Now, that four hundred dollars that you 
speak of, when was that borrowed? 

That was in ’48. 

Did you pay any interest on that? 

I haven’t yet. [308 | 

And that hasn’t been paid, either? 

No. [309] 
as Sy aE 

Q. (By Mr. Picco): I give you Petitioner’s Ex- 
hibit number 42, and will you tell me when this 
payment was made down here—what is the amount? 

A. This item—three items, were paid at one 
time in 1950. 

Q. They were paid in 1950? 


"DOPOD 
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A. I believe they were paid in 19 
rupted) 

Q. Do you know that as a fact, or later than 
1950? 

A. If my memory serves me right, they were 
paid in 1950. 

@. There were just three items that were re- 
paid, is that correct? A. Yes [320] 

Q. There was five thousand dollars; one thou- 
sand; and eleven hundred ? 

A. Yes, all to——(nterrupted) 

Q. Royce, Incorporated ? 

A. Royee, Incorporated, and they have been 
repaid. 

@. Those were the only items that were repaid? 

ie AP Phas seright. 

@. If you please, to get back to the Hippodrome 
Amusement issne just for one minute. Now, you 
mentioned the minutes—-1954 minutes—April 19, 
1954—and at this timc, the company—the Hippo- 
drome Company, was actually interested in con- 
structing a building, is that correct ? 

bee Tat’ semiteh ti: 

Q. Now, was there a payment on that account 


(inter- 


reccivable at that time? A. No. 
Q. Was there—did you ever ask for repayment 
at that time? A. No. 


@. Of the twenty-thousand-dollar loan? 

A. No. 

Q. Was it contemplated—was repayment of the 
loan contemplated at that time? 
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A. It was; it was discussed at that time, be- 
cause it would be necessary to have far in excess 
of twenty thousand dollars to construct this build- 
ing. [3811] 

Q. That is (interrupted) 

A. It would not only be necessary to collect 
this money from EK. Royce, but also to perhaps 
arrange for financing of some amount, pending on 
what the building would cost. I am sure that it 
would cost thirty thousand dollars at the minimum. 

Mr. Jones: Mr. Niederkrome, let me remind 
you again: It would help the Judge a great deal 
if he ean hear the story here as well as read it. 

Q. Now, actually, there is no mention of that 
in the minutes here, which talk about the financing 
of that? A. There isn’t, no. 

Q. I hope I don’t take too long with this, it has 
been read into the record, but at the time, it was 
read rather fastly, and I would lke to have a re- 
peat on it; and that is—will you just describe just 
what the earned surplus account was for Hippo- 
drome, on December 28, 1945. And do what you 
did before, just a repeat on it? 

A. Well, as I explained before, this corporation 
is on a fiscal year basis, and the earned surplus 
on March 31, 1944—’45—1945, was sixteen thou- 
sand five seventy-six thirty-four. 

Now, what date was that? 

On March 31, 1945. 

Yes. 

Now, then, twelve months later, they had 
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earned five thousand one hundred twenty-seven dol- 
Jars and six cents, and the operation for twelve 
months, and the earned surplus at March 31, 746, 
was twenty-one [312] thousand, seven hundred 
three dollars and forty cents. 

Q. And what date was that? 

A. March 31, 1946. 

Q. And the profit earned during that fiseal year 
was how much? 

A. Five thousand one hundred twenty-seven dol- 
lars and six cents. 

Q. Thank you. 
ee 

Redirect Examination 

Q. (By Mr. Jones): Until the project had been 
closed with the Post Office or with Greyhound 
Motor Stages—Pacific Greyhound, or with old Ore- 
gon Motor Stages, you didn’t have any need for 
the money, did you? 

A. There was—there was no need to have a 
repayment made. The matter of paying was dis- 
cussed at the time this negotiation came up with 
the Post Office Department, but there was no need 
for actual repayment of any part of it. 

Q. Yes, but what I mean, it was to be repaid 
then, if the project went through? 

A. Had the Post Office Department approved 
our lease, it would have been necessary. [313] 

Q. And it would have been—it would have been 
paid then? A. Yas 

Mr. Jones: That’s all. 
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Mr. Picco: One other question. 


Recross Examination 
Q. (By Mr. Picco): At the time that this 
money was turned over to Ezra Royce in Decem- 
ber 28 of 1945, did you consider the possibility of 
declaring a dividend to that extent? 
A. No, we never did. 
Mire Picco: That’s all. 
The Court: You’re excused. 
A. The company did not have the necessary 
points to declare a dividend at that time. 
a7 SS PR SS 
DORA F. ROYCE 
a witness called on behalf of the Petitioners, first 
having been duly sworn, testified as follows: 
The Clerk: Will you please state your name 
and address for the record? 
The Witness: Dora F. Royce, 410 Southwest 
Edgecliff Road. [314] 


Direct Examination 

Q. (By Mr. Jones): Mrs. Royce, how long have 
you been a resident of Portland? 

A. Sinee 1920. 

Q. How long have you been married to Mr. E. 
Royee? A. 1923. 

Q. Mzs. Royce, prior to your marriage, what 
was your occupation ? A. JI was a milliner. 

@. Where did you work? 

A. Various places. Salem, Tacoma, Seattle. 


528 Fred C. Niederkrome, et al., vs. 


(Testimony of Dora F. Royce.) 

Q. In what capacity in the millmer business did 
you devote your—to what activity did you devote 
yourself? 

A. Well, 1 was a designer? afd’ lt 
rupted) 

Q. Did you ever have charge of a millinery de- 
partment? 

A. ‘Well, I did, yes: I had 

Q. Where was that? 

A. Well, that was in Toppenish, Washington; 
Lewiston, Idaho; I also did the buying for—for 
those shops. 

Q@. Did you have any kind of experience that 
made you have to look out for and be responsible 
for the expenses and overhead of a business? 

A, Ves i did. 

@. Where was that? 

A. Well, that was in Lewiston, Idaho. 

@. And what (interrupted) 
A 
Q 


(inter- 


(interrupted) 


And also in Tacoma, Washington. 
. And what about vour work in Seattle? [315] 
A. Well, I was with McDougall and Southwick 
there, yes. 
Q. Did you have a designing position there? 
am. Ledid,*yes. 
Q. Did that put other people under your super- 


vision ? a Tt dad, yes 
Q. And then did you work in Portland for a 
while? A. Yes, for a short time. 


Q. Now, were shares of stock given to you in 
1942, in the corporation that preceded the present 
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Yellow Taxicab partnership ? ie That’s welity 

Q. I would like to show you, a certificate—num- 
ber—Exhibit number 23. I am going to direct the 
examination first to Portland, your Honor. I am 
handing you here the Petitioner’s Exhibit number 
23, and ask you if that represents the shares that 
were given to you? (Exhibit handed.) 

A. Yes, it does. 

@. And this is for fourteen hundred shares of 
the common stock of the Yellow Cab, Incorporated, 
the corporation. Now, when that was given to you, 


was that given to you outright? A. Tt wag 
@. As your own stock? A. It was. 
Q. No strings attached to it? A. No. 


@. After that was given to you, and came into 
your possession, [316] was a partnership of the old 
stockholders formed ? A. That’s right. 

@. The corporation was liquidated out of the 
picture, and the old stockholders became partners? 

A. That’s right. 

Q. Ina partnership. Have you been a partner 
in that since? A. That’s right. 

Q. Do you regard yourself in every sense of the 
word as a full partner? A. J certainly do. 

@. And do you do any work for that partner- 
ship? A. Yes, I do. 

@. And particularly between the years 1944 and 
1947, what were your duties? 

A. Well, it was to check the cabs, as to the— 
and the drivers as to their uniforms, whether they 
were carrying out the orders that they were sup- 
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posed to. I would check them at the various hotels, 
depots, or any place where I would happen to see 
a eab, I would cheek the time of day, and whether 
they had passengers in their cabs or not, and what- 
ever I thought wasn’t being done right, that, I 
would write down and send into the office. 

Q. And how much time did you devote to doing 
work of this kind during the years ’44 through 747? 

A. Well, there were times I was down every- 
day, and then, of course, there might be different 
times, maybe I didn’t go down for [317] three or 
four days. 

@. And how much, percentagewise, or however 
you can make the best estimate, how much of your 
full day would vou figure that on the average, 
month after month, you would put into this kind 
of work? A. On the average for the month? 

Q. Well, I don’t know that you can just take 
one month, but over a period of time, what portion 
of your time did you feel is devoted to this? Take 
an eight-hour day. How much of an eight-hour 
day did you figure that you devoted? 

A. Well, I don’t know as I could figure that, 
because some days I might be downtown all day, 
and then maybe three or four days, or maybe a 
week would go by, and I wouldn’t be down more 
than one or tio hours. 

Q. But you were constantly at it? 

A. Oh, yes. 

Q. Now, did you receive drawings from this 
company ? m Add 
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Q. What did you do with the money you re- 
ceived ? A. Well, I put it in my account. 

Q. And what did you do with the money though 
—how did you dispose of it, if you did dispose of 
it? os [ dontelaioweas I (interrupted) 
What did you buy? 

Oh, what did I use the money for? 
Yes. [318] A. Well, various things. 
Well, tell us some? 
Well, I bought, first things, some cars. 
What kind of cars? 
Well, New Yorker, Chrysler, Cadillac. 
How many New Yorkers? A. Two. 
How much did they cost? 
Well, I don’t remember the price of those. 
It probably was in the neighborhood of four thou- 
sand, I don’t (interrupted) 

. All right. Now, what else did you buy? 

A. Well, I bought Sterling. 

Q. What did you pay for the Sterling? 

A. Well, it was probably close to eighteen hun- 
dred dollars. 

Q. And what else did you buy? 

A. Well, one thing was an Exercyele, and I 
bought a lace cloth, and (interrupted) 

Q. What did this exerciser cost? 

A. Three hundred and twenty-five, or three 
fifty. 

Q. What did this lace cloth that you just men- 
tioned (interrupted) 


POOP OP LOPS 
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A. Well, it was in the neighborhood of four 
hundred dollars. 

Q. All right, what else did you buy? 

A. Well, I bought Government bonds. 

Q. How much worth? [319] 

A. I think probably around seven thousand dol- 
lars’ worth. 

@. What else did you buy? 

A. Just trying to think—stocks—I don’t know 
as I ean think of anything right now. 

Q. Any railroad securities? 

A. Well, yes, that was Missouri-Pacifie. 

@. Can you remember how much? 

A. Well, in the neighborhood of twenty-five 
hundred dollars, I believe that was. 

Q. And did you have any improvements made 
at your own expense at your home? 

a. “Yes, Ef did. 

Q. Who drew the plans for them? 

A. I drew a rough sketeh of it, and then sub- 
mitted it to the architect. 

Q. You designed this personally ? 

A. Yes, I did. 

Q. All right, what was the cost of that work? 

A. Well, that was between fifteen and eighteen 
thousand dollars. 

Q. Did you buy any other furniture that is out 
of the ordinary ? 

A. Well, yes, oh, yes. There were quite a num- 
ber of things that I got. I don’t know as I ean 
enumerate them right now. 
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@. Did you buy a fur coat? 

A. Yes, I bought fur coats. 

Q. What did you pay for them? [320] 

A. Well, one was a thousand dollars; I believe 
the other one was eight fifty. 


@. <A thousand and eight fifty? A. Yes. 

Q. Two of them? A Thats eh. 

Q. Out of your own earnings, did you pay your 
own income taxes? pee hat eerie: 


Q. Now, who provided for the ordinary house- 
hold expenses, such as groceries, and heat and 
lights and water, and things hke that? 

A. Oh, Mr. Royee. 

@. You didn’t spend your money for that? 

ie §NO; No. 

Q. Now, there are some documents in evidence 
here. I want to particularly look at this waiver— 
notice—minutes—it is 25. JI should like to see 25 
and 26, please? ‘T'wenty-four, 25 and 26, I should 
like to see. (Exhibits handed.) Do you recognize 
your signature—photograph of your signature on 
this photstat, Exhibit number 24? 

A. Yes, I do. 

@. You signed that, and were at the meeting, 
were you, where this was dissolved ? 

A. That’s correct, yes. 

@. Now, [ am handing you Exhibit number 25, 
and ask you to look at the signatures on that. (Eix- 
hibit handed.) Your signature on this [521] Ex- 
hibit? Aye Thatsmae kt: 

@. This is the partnership agreement? 
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A. That's met. 

Q. And under this partnership agreement, you 
have, at all times, been a partner since it was 
(interrupted ) A. That’s right. 

Q. made? I want to also show you Exhibit 
27. The original of this certificate—assumed busi- 
ness name certificate—does that bear your signa- 
ture? A. Yes, it does. 

Q. And you signed it, you remember that? 

A, What’seright: 

@. And you have always—and all the other 
partners have held you out to the public as one of 
the partners ? A. That’serigiht. 

Q. Now, was there any kind of a condition at- 
tached, or any strings attached to this gift of stock 
to you? A. No, there was not. 

Q. When you went into that partnership, you 
intended to go in there as a real and true partner, 
and to do your portion and share? 

A. That’s. correct. 

Q. Now, Mrs. Royce, how long do you keep 
your records? 

A. Well, not any further back than six years. 
That is what I have always been in the habit of 
doing. [322] 

Q. How much? A. Six years. 

Q. Six years. Since you met me, I have told 
you to keep them longer than that, haven’t I? 

A. That’s right. 

Q. Well, now, I am going to hand you here, Ex- 
hibit 22. 
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The Clerk: You have it. 

Q. Well, Mr. Royce has it. Where did you 
keep your personal bank account, Mrs. Royce? 

A. The Sixth Street Branch, First National 
Bank. 

®. Now, for the years 1944 through 1947, do you 
have either your cancelled checks or bank state- 
ments? A. No, I do not. 

Q. I am handing you—first, I want to ask you, 
Mr. Picco, I had the bank photostat these things. 
Do you wish me to eall a banker to identify them? 

Mr. Picco: Do you know that these are all of 
the deposits and bank statements? 

Mr. Jones: I will ask her. 

Q. (By Mr. Jones): You kept your bank ac- 
count at the Sixth and Morrison Branch of the 
First National ? A. That’s correct. 

(). And were you—did you draw on that account 
at any time for whatever you wanted? 

me Wh, yes. [323] 

@. No one influenced you in what you spent the 
money for, or how you spent it? A. No. 

Mr. Picco: That will be all right. We will stip- 
ulate to that so you won’t have to bring anyone in. 

Mr. Jones: I offer Exhibit 22 in evidence. 

The Court: It will be received. 

(Petitioner’s Exhibit 22, witness D. Royce, 
received in evidence.) 

@. Now, when these distributions of the part- 
nership were made, did they come to you? 

nee Wes. 
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Q. And you did with them as you pleased? 

A. Mitesh 

@. Now, in your—in your home, did you have— 
or in your home, in the office, or anybody else’s 
home, Mr. B. Royee’s home, or anywhere, did you 
have business conferences with the partners con- 
cerning the affairs of Yellow Cab? hs =6Yies, 

Q. Did you take part? A. That’s right, yes. 

Q. Take part in the discussions? 

A. That's fight. 

Q. Did you attempt to keep yourself informed 
of the affairs of the corporation, so that you could 
contribute? [324] Ae Thatsericht,aaes. 

Q. Now, I am going to mix in—no, I will keep 
Seattle out of it. Now then, in the uniform—in 
the uniform checking that you did, did you watch 
that as well as the other things—the uniform of the 
drivers? A. Oh, yes. 

Q. Now, what was this issue that came up over 
whether there would be women drivers? 

A. Well, I wasn’t in favor of women drivers. 

Q. You were what? 

A. JI was not in favor of the women drivers. 

@. You got out-voted on that one? A. Yes. 

Q@. And then, besides policing uniforms gen- 
erally—they were added to your supervision ? 

A. Yes. 

Q. Did you have a joint checking account with 
your husband ? A. No. 

Q. Now, I am going to the Seattle Yellow Cab 
Company, and for a moment, before I talk about 
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your interest in it, I am going to talk about this 
trust. Were you present at any time, at any place, 
where your daughter Kunice was first informed of 
the trust? A. Yes, I was. 
Where was that? 
Well, it was in our home. [325] 
In what room? A. In the kitchen. 
And how old was she then? 
I believe eighteen. 
And when did she graduate from high 
school? When was she graduated from high 
school ? A. ’51, I believe that was. 
@. What’s that? A. Oh, from high school? 
Q. High school? 
A. I don’t know as I can give you—I don’t 
remember the year. 


OPOoOpPe 


And she was there from when to when? 
Well, she was there until ’51. 
All night. Now then, during the time that 
she was in college, do you know anything about 
what took place between Mr. Royce, Mr. i. Royce, 
as trustee of her trust fund, with respect to put- 
ting money [326] into her private hank account? 
A. Well, I know that he put money in to her 
bank account, yes. 


Q. Do you know how old she was? 

A. Seventeen or eighteen. 

Q. All right. And then where did she go? 
A. After high school? 

®. Yes. A. What school? 

Q. Yes. A. University of Oregon. 
Q. 

A. 

Q. 
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Q. But you don’t know the details of 
rupted) AN Nowe don 

Q. All right. Do you know whether she had a 
private bank account of her own? 

A. Yes, she did. 

Q. Where did she keep it? 

A. The Sixth Street Branch of the First Na- 
- tional Bank. 


(inter- 


@. And that is a smaller account in her own 
name ? A. Yes. 

Q. In which funds were deposited from time 
to time? A. ‘Theat’s elite 

Q. Now, then, coming back to this Seattle part- 
nership, as far as you were concerned, I would hike 
to see ecertificates—Ewnhibits 14 and 16—14 and 16 
and 17 and 18, 19 and 19. 

The Clerk: Eighteen, 19 and what? 

Mr. Jones: That’s all. Thank you very much. 
(Exhibits handed.) 

Q. Now, did Mr. Royce give you any stock in 
Yellow Cab Company of Seattle, a Washington 
corporation ? A. He did. 

Q. And I am going to hand you here this Ex- 
hibit number 14, which is a photostat of several 
shares—I am turning to the last share in it, and 
ask you if you recognize that as a photostat of any 
[327] certificate you have seen before? 

A.” Wes: 

Q. Of your shares? A. Yes. 
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Q. And now, when this was given to you, were 
there any conditions of any kind attached to it? 


No, there were not. 
It was given outright ? A. That’s rigiat, 
As your own? ae That seach 


J'o do with as you pleased? 

That’s right. 

Now, after that gift was made, Mrs. Royee, 
did you make and file a donee’s gift tax return? 

A. Yes. 

Q. And I am handing you Exhibit number 16, 
and ask you if it bears your signature? 

A. It does. 

Q. Do you know when that gift was made to 
you? A. That was in 1944. 

Q. What month? 

A. I believe it was January. 

Q. Now, then, there is a certificate of stock— 
the certificate of stock that you looked at, bears a 
date of April the 20th, 1944, do [328] you know 
why there is any difference—or lapse of time be- 
tween the January shown on the gift tax return 
and the date on the stock certificate? 

A. Do I know why that (interrupted) 

Q. Do you know how it happened—to be that 
lapse of time? A. No; no, I don’t. No. 

Q@. And whenever you speak, always feel you 
are addressing the Court. Not me. Now, were you 
at Seattle when the old corporation was dissolved 
and the partnership was organized ? A. Yes. 

Q. And I am going to hand you here—there 


OPoperp 
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must be a stock tender in here. Number 17, I don’t 
see it. Oh, yes. Here is a tender of shares for 
liquidation. Does this bear your signature? 

A. Yes, it does. 

Q. Thank you. And this all was done at the 
meeting in Seattle, at the liquidation? A. Yes. 

@. And then here is an Exhibit 18, and I refer 
you to the last page, and ask you if your signa- 
ture is on 18? A. Yes, it is. 

Q. All right, when you signed that, did you go 
into this business with the intention of being a full 
and bona fide partner? AE did 

Q. Has that been your intention all the time? 

AY Phat’s right. [3829] 

@. Were there any agreements or understand- 
ings of any kind between you and Mr. Royee, that 
you weren’t a bona fide partner, either in Portland 
or Seattle partnerships? 

A. Would you state that again? 

@. Yes. Was there ever at any time, an under- 
standing between you that you wouldn’t be such 
a partner? A. No; no. 

@. And you are such a partner? 

A. ‘Thats taght. 

Q. Now, have you ever held conferenees with 
respect to the business affairs of the Seattle com- 
pany ? 

A. I have gone up there on numerous trips, and 
talked with Ma. Wenck in his office, yes. 

Q. About the company’s affairs? A. Yes. 

Q. Have you ever performed any services in 


Commissioner of Internal Revenue O41 


(Testimony of Dora F. Royee.) 

Seattle, similar to those you performed in Port- 
land? A. Similar but not to the extent. 

. But you had performed some? 

A. In Seattle. 

Q. Mr. Wenck is the Manager there? 

A. 

Q. 


a 


That’s right. 
And does your husband go up and devote 
the time there that he does here? 

A. Devote the time that he does here? [330] 

Q@. Yes. A. No. 

Q. Now, these things that you have purchased 
out of your own funds, did the money come all 
from one partnership, or from both, or what? 

A. From both. 

@. And did you have the same control over the 
disposition of your Seattle drawings as from the 


Portland drawings? aweees) 
@. Did you go into each of these partnerships 
of your own free will? io pulletabiel 


Q. Now, as far as that trust to Eunice is con- 
cerned, is that a—was that a bona fide out and out 
sift to her only? A. Yes, it was. 

Q. And a bona fide existing trust, where your 
husband has no interest in it? A. That’s right. 

@. It’s her money and her interest? 

A. It is to be hers. 

Q. Now, then, did Mr. Royce ever invest any of 


your funds for you? A. Yes. 
Q. Was that with your —was that with your 
authority ? A. Oh, absolutely. [331] 


Q. Did you talk the things over first? 
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ae Ves 
Q. Now, have you ever been to the Aldergold 
Copper Mines? A. Many times. 


Q. And were any of your funds invested there? 
A. Yes. 


Q. Was that with your consent? A. Yes. 
Q. Was that talked over with you before you 
did it? A. That’s right. 


Q. And was that at your direction and desire? 
A. It was my wish, yes. 
Mr. Jones: You may cross-examine. 


Cross Examination 

Q. (By Mr. Picco): Mrs. Royee, do you con- 
sider the services that you rendered the Yellow 
Cab Company of Portland as being material—sig- 
nificant ? 

A. Well, I do, because services is what we give, 
and if the services are good, why, it would make 
quite a difference in our operation. 

Q. In comparing your services with the nature 
of the services which Mr. Royce rendered, how 
would you do it? His services are considerably 
more vital to the operation of the business, was it? 

A. Well, it probably was more so, but then, I 
feel that my services are very important to the 
company too. [332] 

Q. Then did your services require your walking 
up and walking down the street, primarily, and 
walking—watching out for Yellow Cabs? 

A. Not walking up and down. Generally, it 
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would be at the hotels, or the depot, or any place 
where cabs came in frequently, picked up loads, 
or discharged passengers. 

Q. These services weren’t rendered around the 
shop or office at all? Ae No stio: 

Q. Actually, the services could very well have 
been rendered while you were making a tour down- 
town, buying a fur coat, or something like that, is 
that right? A. Not necessarily. 

Q. It could have been done during that period 
of time? 

A. Well—it—no, but I devoted a lot more time 
than that. 

Q. Now, in—you say that you attended the con- 
ferences. Will you go into that just a little more 
explicitly? What conferences are you referring 
to? A. You mean (anterrupted) 

@. We are talking about Yellow Cab? 

A. In Portland? 

@. Portland. 

A. You mean the conferences that we had, 
among the four of us? It was generally in our 
home, when the four of us got together, yes. [333] 

Q@. Usually after the evening meal, or some- 
thing like that? | 

A. Not necessarily. We planned to get together 
for that reason. 

Mr. Jones: Speak a little louder, please, Mrs. 
Royce. 

Q. I take it you are referring to conferences 
with your husband ? A. No. 
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Q. You mean that the conferences of the Yel- 
low Cab Company, Portland, were held in your 
home? 

A. With the four—ves, four of us would very 
often get together and discuss the business. 

Q. Would you give the Court an illustration of 
some of the decisions that were made at these con- 
ferences? 

A. I don’t know as I remember them offhand. 

Mr. Jones: Wait just a minute. All right. 

A. I don’t know as I remember them offhand, 
just what took place. 

Mr. Jones: Mrs. Royee, I can’t hear you. 

Q. Would you just state that again, so the 
Judge can hear you? 

The Court: Somebody close those windows back 
there. 

Q. You understood my question, did you not? 
I asked you to give the Court an lustration of 
some of the conferences that were held and some 
of the decisions that were made at those confer- 
ences at your home? 

A. You just an illustration of what I—I 
don’t know as I can remember what those were at 
this time. 

@. Now, you mentioned that you had two New 
Yorkers, what are [334] those, are those—what 
model automobile is that? Is that a Chrysler? 

A. Chrysler, I guess. 

Q. Do you remember when you had those? 

A. I don’t remember the exact years, no. 
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Q. You don’t know whether you got them dur- 
ing the years (interrupted ) 

A. It was during around ’45, 744. 

Q. How about, you mentioned you had a Cadil- 
lac, too? A. Yes. 
Are you talking about the family car? 
MOmtiat Ss my own car. 
That’s separate, and owned 
Yes. 


(interrupted) 


OPOoPO 


separately by you? Or is it a joint 
acecount—or joint title. How was title taken of 
these automobiles? 

A. Idon’t remember. Some of them were in my 
title, and T think maybe some were Mr. Royce’s— 
they were definitely my cars. 

Q. As a matter of fact, they might have been 
jointly held by you and Mr. Royce? 

A. Well, they were definitely my cars. 

Q. Well, you said you had some stocks and 
bonds? A. That’s right. 

@. Did you have very many? [335] 

A. Well, I had the Missouri-Pacific, and then [ 
had (interrupted ) 

Q. And do you know how many shares you 
held of those stocks, or (interrupted) 

A. I don’t remember the number of shares, no. 

Q. In fact, did you have any after 1946—or did 
you have them before—when did you own the secur- 
ities ? 

A. I thought it was around 44 or *45—I don’t 
remember the exact years. 
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Q. Do you know whether you had them after 
1945? A. I think it was 1946. 

Q. And did you get rid of them right away? 

A. Right away? No. 

Q. Did you have them in 747 and ’°48? 

A. I wouldn’t be able to say, unless I had some- 
thing to check by. 

@. You are not sure whether you had the secur- 
ities, or any securities at all during the tax years? 

Hy Mies; I did; yes; Ivdidt 

Q. If you did, you would have reported interest 
or dividends on those, would you not? A. Yes. 

Q. And if you hadn’t reported the dividends 
or interest on those returns—on the returns, then 
you would conelude from that, wouldn’t you, that 
you didn’t have them? 

A. At that particular time? [336] 

Q. Yes. 

A. Well, of course, as I say, I don’t remember 
just the exact years. 

Mr. Piceo: Will you give me Petitioner’s Ex- 
hibit 40? (Exhibit handed.) 

Q. Now, I hand you Petitioner’s Exhibit 40, 
which comprise a number of checks paid by Yel- 
low Cab, endorsed by KE. Royee to yourself, pay- 
able Dora F. Royee. Do you know about these 
ehecks? Ary as. 

Q. Now, these are the cheeks that went—part 
of the cheeks or all of the cheeks that went into 
your separate bank account? 

A. I don’t—they all went in there. 
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Q. You are not sure they did, are you? Did 
you say yes or no to that question? 

A. I don’t know just where—whether I de- 
posited them in my account, or whether I cashed 
them. 

Q. Would you know by looking at the—at the 
reverse side of the check, whether you cashed them, 
or whether you put them into the bank account? 

A. Whether I cashed them or put them in 
the (interrupted ) 

Q. Bank account? 

A. Well, probably I would. 

Q. You want to look at those? Isn’t it true that 
you endorsed a good many of those echecks—princi- 
pal number over to your husband? [337] 


A. No, I—only where it was—where I was reim- 
bursing him for something that he had paid out 
for me. 

Q. Oh, I see. 

The Court: Would you repeat that statement, 
please ? 

Q. Will you repeat that statement? 

A. Reimburse him for something that he had 
paid out for me. 

Q. Now, here is a check dated 8/25/1945—it is 
number seventeen eight fifty-five, and that is made 
out to you, in the sum of eleven thousand five hun- 
dred and thirty dollars. Now, you endorsed this 
over in blank to your husband, Mr. Royce. Was 
that a reimbursement? 
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A. It could have been, or it mght have been a— 
a deposit I made for—in my safety box. 

Q. You were putting money in your safety de- 
posit box ? mo. Yes. 

Q. When would you do that? 

A. When would I do it? When I cashed the 
check. 

Q. You mean, you didn’t leave the money in 
the checking—in the savings account? You would 
take the money out of the savings account to put 
in vour safe deposit box, is that what you mean? 

A. No, it wasn’t in the savings account. 

Q. Well, this—what would you do with it then? 
This is your check. Please explain it to the Court 
in your own way? 

A. Well, of course, I don’t remember the partic- 
ular cheek. 

Q. Well, it is a check like it—it gives you an 
idea what you [338] did with it, isn’t that right? 

A. Well, I cashed it and placed the money in 
the—in my—in the safe. 

Q. Well, this check, Mrs. Royce, was turned 
over to Mr. Royce? 

A. Well, I think probably that oftentimes, they 
required his signature too, to get the eash at the 
bank. 

Q. TI see. Here is another one—August 4, 1945, 
number eighteen one forty-three, and did you do 
the same with that? 

A. Yes, a good many—number of them. 

The Court: You will have to speak louder. 


Comnussioner of Internal Revenue 049 


(Testimony of Dora F. Royce.) 

A. There was a good number of them. 

The Court: Keep your face turned to the front. 

@. This was eleven thousand five hundred and 
thirty dollars? You did the same thing with that 
eheck, so far as you know? 

A. Yes, as far as I know; yes. 

Q. And the next check, September 14, 1945, in 
the same amount, eleven thousand five hundred and 
thirty dollars? You think that went into the safe 
deposit box? A. I think so. 

Q. Here’s December 28, 1945—the same type of 
a check, and it’s number eighteen seven nine three, 
again, eleven thousand five hundred and _ thirty. 
You think that is the explanation for it? 

A. I—yes. 

@. And all of these that were endorsed over in 
blank to Mr. [839] Royce found their way into the 
safe deposit box ? Ane Macomic lin 

Q. Now, here is one for four thousand six hun- 
dred and twelve dollars, September 7—15, 1945, 
would you say the same as to that? It’s endorsed 
in blank (interrupted ) 

A. Yes, I imagine that is what it was. 

Q. Now, all of these checks that were endorsed 
in blank to Mr. Ezra Royce, you think got into the 
safe deposit box? A. Yes. 

Q. You didn’t put them in your savings ac- 
count? A. No. 

The Court: Do you have any recollection of how 
much total amount you had (interrupted) 

A. No, I don’t. I don’t remember that. 
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The Court: Just a moment. The total amount 
you had in your safety deposit box at any one 
time ? 

A. Well, it was a considerable amount. 

The Court: That is an indefinite term. 

A. Well, around sixty-five thousand, something 
like that. 

@. You are saying now that you had sixty-five 
thousand dollars in case in a safe deposit box ? 

A. Around that. I don’t remember the ex- 
act (unfinished answer) 


Q. Is that different from what you stated on 
direct examination? J had the impression, from 
listening to you that you had it in a [840] savings 
account, or that it was invested, or loaned to Mr. 
Royce? 

A. That I had it in a savings account? 

Q. Either that, or paid for taxes, or invested 
in notes of your husband, or in that gold mine? 

A. <A great deal of it I turned over to him for 
investment, yes. 

Q@. You mean from the safe deposit box? 

A. Yes. 

Q. What did you say on that—what was the 
amount of that? 

A. I don’t remember the amount of that. 

Q. Now, on those checks that were endorsed 
in blank to your husband, was it necessary to have 
him put that in a safe deposit box and then remove 
it from the safe deposit box? A. Yes. 
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Q. Now, you say you know quite a bit about 
the Aldergold Copper Mine? 

A. Yes, I have been up there a good many times. 

@. Where is it? 

A. It’s up at Twisp, Washington. 

Q. Do you know anything about the operation 
of the mine, if any? 

Mr. Jones: Louder, Mrs. Royce, or the Judge 
won’t hear it. 

A. About the operation? You mean whether 
it has been in operation? Yes. And I have 
(interrupted) [341] 


ao Se GP Ps 


A. What was your question? 

@. I asked you whether you knew anything 
about the operation of the mine? 

A. Well, I know that it was operating. 

Q. That’s the—the information you know about 
the mine is what you got from your husband, isn’t 
it? 

A. Not necessarily. I heard the different ones 
discuss the operation of the mine, and I have. 
(interrupted) 

@. And it—I’m sorry. 

A. I was very interested in the mill—I went 
all through the mill, and it was huge. 

Q. Your husband was very much interested in 
that company, wasn’t he? 

A. I don’t know—I don’t know as I understand 
your question. 

Q. Was he interested in that company? 
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A. Yes, he was interested. 

Q. He promoted the sale of stock in that com- 
pany, didn’t he? A. I don’t know about that. 

Q. Do you know about his activity in connection 
with the mine, [342] or with that company, the 
Aldergold Copper Company? 

A. His connections? 

Q. His connection or his activity concerning 
that company? A. No, I don’t know that. 

Q. Isn’t it true that the principal part of that 
money went into ventures that your husband was 
interested in? 

A. It went into—it—I was very much interested 
to put money into the mine, and authorized him to 
put my money into it. 

Q. Now, you loaned the money to your husband 
to put into the mine, did you not? 

A. That’s right. 

Q. Did he give vou a note for that? 

A. No, I haven’t.a note for it 

Q. It wasn’t necessary to have notes between 
you and your husband, I take it? JI mean, as hus- 
band and wife, you had confidence in each other, is 
that right? 

A. I certainly did have confidence in him. 

Q. If he asked you for any money, why, you 
were glad to give it to him? 

A. On a loan, you mean? 

Q. Wee. A. Yes. 

Q. You never did question his authority—not 
authority—you never did question any suggestion 
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he might have about putting money in some of the 
stock that he might be interested in, ov some of 
these [343] ventures he may be interested in, or 
might have been? 

A, Wiul you state that question again, please? 

@. You saw no reason to doubt him when he 
made any statement about how desirable it would 
be to loan him some money for the purpose of put- 
ting it into a venture of his? I mean, you would 
loan him the money at the mere suggestion that he 
needed it? AQ Vell, m0; no; 

Q. What would you do? 

A. Well, first, I would talk it over with him, and 
if I felt that it was a good thing, why, then I left 
it up to him to invest my money. 

Q. He was able to convince you most times that 
what he was interested in was a good thing, is that 
true ? A. Well, not necessarily. 

Q. Was there any time you remember that you 
didn’t give him money when he asked you? 

A. Well, I can’t think of any—of an instance 
now. 

Q. Now, you mentioned that Eunice wasn’t told 
about the trust until she was eighteen? 

mee That’s night. 

Q. That was when she started going to college? 

A. Just about that time, yes. 

Q. And then you knew that some small amounts 
were made available by your husband, into her— 
into her savings account, is that correct? [344] 

A. Will you state that again? 
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Q. That isn’t too clear. You knew about amounts 
that were put by Mz. Royee, into her savings ac- 
count, while she was going to school? 

A. Yes. It wasn’t the savings account, though. 

@. It was a checking account? 

A. Checking account. 

Q. They were small amounts, for purposes of 
expense, isn’t that correct? 

A. That’s right; that’s rreht 

Q. As far as you know, that is the only amount 
of money that was made available, that way, for 
Eunice? A. Well, so far as I know. 

Nr.Picco: That’s:alljeyourHonor 

Mr. Jones: Just a moment, Mrs. Royce. 


Redirect Examination 

Q. (By My. Jones): Your own income taxes, 
were they paid out of your—your distribution 
(interrupted ) A. That’s right, yes. 

Q. your drawings? Now, out of some of 
these checks that bear the endorsement of Mr. 
Royec—that bear the endorsement of Mr. Royee, 
was any of this the money that went to the Alder- 
gold Copper? 

A. JI don’t know as I understand your question. 

Q. Do you know whether any of this money got 
into Aldergold Copper? 

A. These—these checks? 

Q. Well, I guess—do you know whether any of 
this happened to go to Aldergold Copper or not, 
would you know definitely ? 
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A. No, I wouldn’t. 

Q. Now, as a parent, did you see any necessity 
or any reason why you should tell a child below 
eighteen years old that they had a considerable 
amount of money? 

A. No, I certainly did not. I didn’t think that 
she would understand just what was being done for 
her at that time. 

@. Did you think it would be good for her to 
know about it? A. No. 
as Gy eS SS By 

EUNICE ROYCE DODGE 
a witness called on behalf of the Petitioners, first 
having been duly sworn, testified as follows: 

The Clerk: Will you please state your name and 
address for the record? 

The Witness: Eunice Royce Dodge, 38 Martin 
Place, Wenatchee, Washington. 

Mr. Jones: I mis-called your name. I realize it’s 
Mrs. [346] Dodge. | 

The Clerk: Dodge—D-o-d-g-e? 

The Court: What is your married name? 

The Witness: Dodge. 


Direct Examination 

Q. (By Mr. Jones): You went to the Univer- 
sity of Oregon between 747 and 751, is that right? 

A. That’s right. 

Q. What year did you become eighteen? 

A. It was ’47. 

Q. What year did you graduate from high 
school ? A. 747, 
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Q. And when did you first learn that there ex- 
isted for you, a trust interest in this Seattle part- 
nership of Yellow Cab Company ? 

A. I think I was about eighteen. 

Q. And where, and under what circumstances 
did you first find out? 

A. Well, it was at home. 

Q. Who was present? 

A. Well, my mother and father. 

Q. And they told you about it? A. Yes. 

Q. And what room did that take place in? 

A. In the kitehen. [347] 


Q. You recall the incident? A. Yes, I do. 
@. Now, you are—how long have you been mar- 
ried? A. Almost a year, June 12th, 1954. 


@. And at any time sinee you found out about 
the existence of this trust, had you ever heard any 
statement or suggestion from any source that that 
wasn’t yours out and out bona fidely yours as a 
beneficiary ? A. No, I didnae 

@. You regarded and understand it to be yours? 

A: Yes 

@. Had you ever made any—let’s see—you were 
in college in °49, weren’t you? 

Ay Wes] was. 

Q. And were you in college in 748? 

A. Yes. 

Q. And sums then were being taken from this 
source and put into your Portland bank account? 

A. That’s rieht, 

Q. Where was that bank account? 
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A. At the First National. 

@. And you drew on that as you pleased? 

A. Yes. 

Q. Now, had you always regarded yourself as 
holding a substantial interest in this Seattle Taxicab 
Company? [348] 

A. Since I found out about it, yes. 

Q. Yes, and there has nothing ever happened in 
any way to cause you to doubt the reality—the va- 
hdity of the deal? A. No. 

Q. Now, when—that’s all, you may cross exam- 
ine. 

Cross Examination 

@. (By Mr. Piceo): Mrs. Dodge, is that the 
name ? mm. That's right. 

Q. Do you know anything about the Yellow Cab 
partnership in Seattle? 

A. Do I know anything about it? You mean how 
it operates, or? 

Q. The operations of it, the capital structure 
of it? A. No. 

Q. Do you know anything about the books? 

A. No, not very much. 

Q. You feel a little remote from that partner- 
ship completely, is that right? 

A. Well, I haven’t taken an active part in it. 

Q. You don’t know how much money it’s mak- 
ing, or anything like that? A. No. I don't. 

Q. You don’t know anything about the returns 
that were made for you? [349] 
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A. The returns that were made for me? No. 

Q. Do you know whether any returns were ever 
made for you? 

The Court: Tax returns. 

Q. Tax returns? 

A. Tax returns, oh, yes, I signed quite a few of 


Q. You signed the returns? A. Yes. 

Q. When did you sign them? 

A. Well, that is when I found out about it, 
when I had to start signing them after I was 
eighteen. 


@. This was in 1947? ie “You 
Mr. Pieco: May I have Exhibits double-U and 
triple-V ? 


The Clerk: V? 

Mr. Picco: Double-U and triple-V. (Exhibits 
handed.) 

The Clerk: You have got Z there. Here is Y. 

Q. Now, here is the amended return for 1947, 
Respondent’s Exhibit ZZ, did you sign that one? 

A. No, that was by my father. 

Q. All right. Of course, the original was signed 
by your father too, wasn’t it? That is YY? Now, 
before 1947, obviously, you didn’t sign any of those, 
did you? A. “Mo, Iedidn: 

Q. And ’47, you didn’t sign them. Now, here is 
48, which is Respondent’s Exhibit triple-A, you 
didn’t sign that either, did you, Mrs. [3850] Dodge? 

A. No, it doesn’t have my signature on it. 


re a 
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Q. And the same for the year 1949, Respond- 
ent’s Exhibit triple-V ? Ae No 

Q. You were mistaken about signing those, 
weren’t you? 

A. I signed many of them. I don’t know 
whether (interrupted) 

Q. You mean you signed the tax—tax returns 
involving this trust, and the money in the trust? 

A. Yes. 

Q. Do you know whether any trust tax returns 
were filed? A. Whether any were filed ? 

@. Yes, whether any were ever filed? 

A. Yes. 

@. You think they were? Were those the tax— 
trust tax returns that you were looking at? You 
wouldn’t really know if you saw them that it was a 
trust return, would you, Mrs. Dodge? 

A. Well, if I read it, I would. 

Q. Do you know actually, of your own knowl- 
edge, that some trust tax returns were filed? 

A. Well, that’s what I thought they were, yes. 

@. From the years 1944 through 1949? 

A. I don’t know about 1944. 

Q. Do you know about the other years? [351] 

A. For about 48 or ’49. I don’t know about the 
earlier ones. 

@. Did you ever see the trust instrument? 

Pe) Bid [? No. 

Q. You don’t know anything about it, do you? 

A. Well, I—I have had it explained to me, but I 
have never seen it. 


560 Fred C. Niederkrome, et al., vs. 


(Testimony of Eunice Royce Dodge.) 

Q. Who explained it to you? 

A. My father. 

Q. Did he—did your father ever make any ac- 
counting to you, as to the funds received from the 


Yellow Cab? A. As to the amounts? 

Q. Yes. A. No. 

Q. Have you ever asked him what your share 
was? A. Yes, I did. 


Q. For what year? 

A. You mean my share in the company, or 
(interrupted) 

@. No, the share of the earnings from the part- 


nership ? A. No, 1 didnt 
Q. You were letting that all off to your Dad, 
weren’t you? A. Yes. 


Q. He has never made any report to you about 
the trust? About the funds of the trust? 

A. Nothing particular. 

@. You don’t know what he has been doing with 
the funds, do vou, [352] if anything? 

A. I know he has been loaning them. 

Q. Loaning the funds—vou mean he has been 
taking money for loaning to himself for use in some 
of his business? 

A. Not in his businesses, no. 

@. In what business? 

A. Well, I think one was the Aldergold Copper 
Company. 

Q. Did he borrow some of the trust money for 
that purpose too? A. I think so, yes. 

Q. Do you know how much? 
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A. No, f don’t. 

Q. Did he ask your consent about that at all? 

A. Yes, he did. 

Q. He thought that it was necessary to do that? 
A. Yes. 

@. Now, what would he show as evidence of 


these loans to you, or were you interested in know- 
ing? A. I wasn’t interested in knowing. 

@. Anything he would have done would have 
been all right with you, is that right? 

A. Well, yes, I trusted him, if that’s what you 
mean. 

@. You don’t know anything about notes he 
might have executed ? A. Any notes? 

@. Yes, in your favor? [353] 

A. Well, I believe he did give notes, for the 
loans. 

@. You don’t know though, actually ? 

A. Not definitely, no. 

@. And you have had no interest in finding out, 
have you? A. No. 

Mr. Piceo: I have no other questions, your 
Honor. 

Mr. Jones: I have one. 


Redirect Examination 

Q. (By Mr. Jones): You are sure you signed 
tax returns? A. Yes, I am. 

Q. All right. Now, whether you had—whether 
that was just for the portions of the trust that you 
personally received, along with the earnings that 
you made—you worked somewhere, didn’t you? 
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A. Yes, Ivdid. 

Q. Where did you work? 

A. The Imperial Travel Bureau. 

Q. And you worked there from when to when? 

A. That was in March of 52 to March of 54. 

Q. And you know that you signed tax returns 
for something ? A. Yes. 

Q. But could you be confused as to just exactly 
what the tax returns were? 

A. Yes, that could be. 

Q. Did you ever sign waivers, or anything like 
that, or do you [354] know exactly what (in- 
terrupted) 

A. ‘Notethat I davew vof,, nos 

Q. But whatever intending—they had you report 
it and sign the returns for? we Ves: 

Mr. Jones: Okay. 


Recross Examination 

Q. (By Mr. Picco): Do you know of any 
amount that you did receive from the trust? 

A. Any amount that I received? Well, yes, when 
I was in college, I got about two hundred dollars a 
month. 

Q. Actually, you don’t know the status of the 
trust at all, do you? The funds—you don’t know the 
status of it all? 

A, You mean the amount of it? 

Q. The amount, status of it? 

A. No, I don’t. 

Q. During the years 1944 to 1949, where you—— 
(interrupted) Bie Nox [855] 


Peete ee ie 
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B. ROYCE 
a witness called on behalf of the Petitioners, first 
having been duly sworn, testified as follows: 
The Clerk: Will you please state your name and 
address for the record? [857 ]| 
The Witness: B. Royce. R-o-y-c-e. 


Direct Examination 

Q. (By Mr. Jones): Mr. Royee, where do you 

reside? A. In Santa Barbara. 

You formerly resided where? 

Vancouver, Washington. 

Where did you reside in 1945? 

Vancouver, Washington. 

What was your occupation in 1945? 

In the taxicab and (interrupted) 

And what else (interrupted) 

And I had a farm over there—a dairy farm. 
And how much time did you devote to the 
supervision of your farm? 

A. Quite a bit of the time there in those years. 
The help situation—the turn-over was very heavy, 
and I put in a lot of time at the farm. 

Q. In °45? A. That’s correct. 

@. Now, then, in 1945, did you make an invest- 
ment in the stock of Oregon Motor Stages? 

A. I did. | 

@. And how much did you invest, sir? 

A. Fifty thousand dollars. [358] 

Q. Was that your own money? A. It was. 

Q. And was that for your own interest and your 
own benefit? A. That is correct. 


OPOPOPoe ee 
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Q. Did you have any interest in the investment 
made by Mr. Bentson ? Dremel ail Taadex 

Q. Did you have any interest whatever in the 
investment made by Mr. E. Royce? 

As Igladenot: 

Q. When Mr. Bentson turned in his stock, and 
it was paid for by the corporation and cancelled, 
did you get any gain from it? Ae litdid gaat: 

Q. Were you intended to get any gain from it? 

i. Dot 

Q. Were there any contracts of any kind that 
you would have any interest in that, or any gain 
from it? A. There was not. 

Q. Or that you had any interest in the stock of 
any of the other purchasers of the Oregon Motor 
Stages stock? A. None whatsoever. 

Q. Now, your wife, during the years *42 through 
"49, was Isabelle Royce, is that correct? 

A. Yes. 

Q. And was she one of the partners in the Ore- 
gon Yellow—in [3859] the Yellow Taxicab Com- 
pany, the Portland partnership? 

A. She was. 

Q. And was she—was her interest as a partner 
ever challenged ? A. Never. 

Q. Do you—were you present when the Seattle 
and the Portland corporations that preceeded the 
Seattle and the Portland cab partnerships were dis- 
solved? A. lowe: 

Q. One meeting took plaee, I beheve i Port- 
land in 742, and the other in Seattle in “44? 


4 | 
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A. That’s right. 

Q. Was Mrs. Dora F. Royce there? 

A. She was. 

Q@. And your wife? A. Right. 

Q. And the partners in those two companies— 
what—had they always recognized Mrs. Dora Royce 
as a partner? A, That’s right. 

@. Was she intended to be a partner? 

A. She was. 

Q. Now, did you ever take in any money your- 
self personally in 1947—-I am on the taxicab issue. 
I will have to wait for this question, your Honor. 
Strike the last, please—the last question. Do you 
know whether or not Dora Royce ever performed 
any services [360] on behalf of the Portland Taxi- 
eab partnership ? A. Yes. 

@. And what was the nature of her services? 

A. Well, both Dora and Isabelle they done a lot 
of checking in different places, when they was in 
stores, and driving along the streets, and the like of 
that, and. (interrupted) 

The Court: A little louder, please. 

A. The condition of the drivers, and the number 
of passengers they had in the cabs, and if the cab 
looked clean, and so on and so forth; and when they 
Were driving, so see if the driver was driving— 
doing things that he shouldn’t do—they would make 
out a slip and turn it in and check them out. 

Q. And did you have conferences between your- 
self and the other three partners in this company? 

A. Yes. 
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Q. And did the women take part in them? 

A. They did. 

Q. And take part in the decisions that were 
made ? A. That is correct. 

Q. When did you arrive in Portland, Mr. Royce 
—on this trip here? A. I came in last night. 

Mr. Jones: And you may cross examine. Just a 
moment please. 

Q. (By Mr. Jones): Oh, Mr. Royce, did you 
buy an interest in [361] the—Hippodrome Amuse- 
ment? Are you interested in the Hippodrome 
Amusement Company? A. J am. 

@. And do you know whether or not it had any 
plans for the improvement, building upon its Sea- 
side properties? 

A. Yes, we—we bwlt some buildings there, 
and (interrupted) 


Q. Have you been negotiating for others at any 
time ? 

A. Yes, we have had some prospects on—we had 
one here a while back that fell through. We were 
about ready to go ahead. The plans were out and 
everything, but that deal fell through. 

Q. Now, do you know whether or not—there is 
testimony in this case that twenty thousand dollars 
has been drawn from the company—has been paid 
by the company to Mr. E. Royee. Do you know the 
circumstances under which he (interrupted) 

A. That was not paid to him, it was loaned to 
him, until the company, or the Directors decided 


| 
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that it should go back into the company, and at that 
time, he’d pay it back. 

Q. That was the understanding at the time? 

A. That is correct. 

Q. Has it ever been forgiven to him? 

A. Never. 

Q. And you still expected—you still expect it to 
be paid back? A. Absolutely. [362] 

Mr. Jones: You may cross examine. 


Cross Examination 

Q. (By Mr. Picco): Mr. Royce, do you know 
about the negotiations for the purchase of the Ore- 
gon Motor Stages stock ? 

A. Just what angle are you talking about now? 
IT don’t (Gntervupted) 

Q. About the negotiations, do you know any- 
thing about that, or were you on the sidelines on it? 

A. TI was on the sidelines on that. 

Q. You were on the sidelines too, as far as nego- 
tiations for the loan from American Business 
Credit Corporation, weren’t you? 

A. I was, yes. 

@. Now, you state that you and your wife were 
living in Washington—the State of Washington? 

~, That is correct. 
~Q. And you treated yourselves as a community 
—under the community property laws of the state, 
did you not? A. That’s right. 

Q. Now, as far as the Hippodrome issue is con- 
cerned, the plans for improvement—can you tell me 


when those plans were conceived ? 
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A. Those last ones I just mentioned ? 

Q. Yes. 

A. Well, that was with the Postal Department 
in Seattle, they [363] were—oh, I think when he 
called me up first—I forget his name, down in 
Santa Barbara, and I told him that Roy was han- 
dling that, to get in touch with him up here, and 
then they got the plans out and everything, and the 
eround that they had figured on building it on, and 
then, for some reason or other, they decided to put 
it in another location, and we didn’t get the deal. 

Q. You had plans for the improvement of the 
building there, or for reconstruction of a building 
as early as 1945, didn’t you? A. Yes. 
cu SCC, 

E. ROYCE 
a witness recalled by the Petitioners assumed the 
stand and testified as follows: 


Direct Examination 

Q. (By Mr. Jones): Mr. Royee, during your 
examination, and I am not sure, but [364] I think 
both were on direct examination—there were state- 
ments made, which, as I checked over your testi- 
mony, seems to me to be a little confusing. At least, 
it is confusing to me, and I want to ask you about 
these two questions: At one time, in asking you 
about the gift of the shares of stock in the Port- 
land partnership of Yellow Cab Company, the four- 
teen hundred shares to your wife, Dora F. Royce, 
your testimony was, and if I don’t speak it exactly 
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verbatim, it is not because that I am trying to 
make any shading on it, it is just that I don’t have 
the exact words in my mind, for I haven’t asked 
the Reporter to look them up. But, they were to 
the effect that you intended her to become a part- 
ner; at another time, that the gift was made, as I 
recall the testimony, without strings. Now, which—I 
am confused by those two apparently conflicting 
statements. I wish you would explain that, please ? 

A. The gift was made without any condition 
whatever. It was an outright gift. I was in hopes 
that she would become a partner, but she was under 
no obligation to do so. 

Q. Well, what if she hadn’t have? 

A. Well, the remaining partners would have then 
have to purchase her interest, or she could have 
sold to someone else, if it had been agreeable to 
the rest of the partners. 

Mr. Jones: You may cross-examine. 


Cross Examination 

Q. (By Mr. Pieco): You want that to consti- 
tute a change in your testimony of [365] yesterday? 

A. I don’t know if it is much of a change. 
Probably a little clarification. 

Q. This clarification came after discussion with 
your attorneys after the—after yesterday’s or Sat- 
urday’s trial? 

A. Well, he seemed to be confused on my answer, 


and wanted to clarify it. 
%¥ ££ * & ¥ 
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DORA F. ROYCE 
a witness recalled on behalf of the Petitioners, as- 
sumed the stand and testified as follows: 


Direct Examination 

Q. (By Mr. Jones): Now, Exhibit 22, those 
bank statements that are in evidence show a con- 
siderable amount of money had been deposited in 
your bank account at the Sixth and Morrison Street 
Branch in Portland, Oregon, over the years 744— 
may I see 22, please? I believe it is for ’47. (Ex- 
hibit handed) Yes, through the year 47. Where did 
that money come from that was deposited in that 
account? 

A. From my earnings in the Yellow Cab Com- 
pany. 

Q. From the Cab Company? [366] A. Yes. 

Q. Both Portland and Seattle? 

A. That’s right. 

@. Now, then, there was testimony on cross- 
examination that you would cash these checks, or 
at least a good many of them. Will you explain 
then, how the money, after you had cashed the 
checks, would get into this bank account? 

A. Well, I would take it from my—from my 
safety box and place some of it in my account at 
the other bank. 

Q. Now, did you ever cash checks and then put 
part of it into your purse, and at the same time put 
some in your bank account? 

A. Yes, I did that at times, too. 
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Mr. Jones: You may cross-examine. 

Mr. Picco: No questions, your Honor. [367] 
ae Se Se ae ay 

FANNIE ORSEN 
a witness called on behalf of the Respondent, first 
having been duly sworn, testified as follows: [433] 
By es So Eg 
Direct Examination 

Q. (By Mr. Picco): Mrs. Orsen, did you give 
your address, where you are living? 

A. No. 616 8. EK. 38th Avenue. 

@. And you are testifying here pursuant to a 
subpoena, aren’t you? A. Iam. 

Q. Did you have occasion to meet L. R. Bent- 
son during your lifetime? A. Yes. 

Q. Did you know him well? LY cst 

Q. Will you please state the circumstances? 

A. Well, I lived with my aunt and uncle for 
about nine years. 

The Court: I can’t hear you. Face this way. 

A. All right. I lived with them for about nine 
years, from 1909 to 718. [434] 

Q. You were related to Mr. Bentson, weren’t 
you? A. Yes, Mr. Bentson married my aunt. 

Q. You are also related to Mr. Ezra and Barney 
Royce, aren’t you? 

A. Well, I wouldn’t say that. 

Q. You were very friendly to them? 

A. I have know them for years. 

Q. Now, you were very close to Mr. and Mrs. 
Bentson, I take it. Did you state in 1908—(inter- 
rupted) A. 1909. 
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Q. 1909 to 1918? A. To 1918, yes. 
Q. Did you live with him? mm Yea 
@. Where was that? #&.' Vaneouver, BC. 


Mr. Jones: I didn’t hear your answer. 

A. Vancouver, B.C. 

Q. Have you kept in touch with Mr. Bentson 
during all these years? 

A. Yes, he came down here—came down here 
to visit every once in a while. 

Q. Would you—would he make very many visits 
to Portland? 

A. Oh, about once a year, probably. Maybe not 
every year. [435] 

@. When would he come, normally? Or usually, 
if vou know? A. Oh, that would vat'v. 
Would it be in the—what season of the year? 
Well, in the—in the summer. 

Is Mr. Bentson still hving? Awe NG 
When did he die, do you know? 

1950, I think it was. April 1950. 

tow old was he when he died? 

Eighty-one. 

Did he leave an estate? A. Yes. 

How do you know? 

I was the Executrix of the estate. 

Did you inherit some property from him too? 


*DOPOFOOPOPSOPO 


I did. 

Were there any other heirs? A. No. 

You were the sole heir? A. Yes. [436] 
* ee oF 
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Q. Now, you testified you were the sole heir 
of the estate, did you not? A. Yes. 

Q. Did you receive thirty-three thousand, six 
hundred and seventy-three dollars and six cents 
from the estate ? A. FP didenot. 

Q. What did you receive? 

A. Something like thirty thousand. Thirty thou- 
sand. | 

Mr. Picco: I move this into evidence. 

A. After expenses. [439] 

& +x 4 

@. (By Mr. Picco): Mrs. Orsen, you knew Mr. 
and Mrs. Bentson very well during the years 1908 
to 1950, at the time of his [453] death? 

A. 1909. 

Q. 1909 to 1950. And you lived with them for 
ten to twelve years? A. Nine years. 

Q. You knew their habits, did you not? 

A. Well—(interrupted) 


@. Did they live expensively? A. No. 
@. Did they live a modest life? 
A. They did. 


Mr. Jones: Did they what? 

Q. Live a modest life? What kind of a home did 
Mr. and Mrs. Bentson have? 

A. They had about a twelve room home, I be- 
lieve. 

Q. When was that? 

A. Well, that—I don’t know when—TI don’t re- 
member when they built it, but probably it was 1910 
or 11, I am not positive. 
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@. And did he later—do you know whether that 
is the same home he lived in all the time? 
No. They sold it later on. 
Well, when—when did he do that? 
I don’t remember the date. 
Now, what kind of home did he have then? 
After he sold the other one? 
Was it a—(nterrupted) 
Small place. 
Now, on his visits to Portland, how long 
wéttia he stay, normally, or usually? 
You mean with me, or with the boys? 
Well, just when he would come to Portland? 
A. Well, I couldn’t say exactly. 
Q. Would he stay—would you be able to say he 
stayed more than two or three days or a week? 
A. Well, I think he would stay probably four or 
five days. 
Q. Now, was it usual for him to visit you when 
he came? A. Yes 
Q. That would be—would it be wnusual if he 
didn’t visit you if he came to Portland? 
Well, I think it would. 
Now, Mrs. Bentson, is she still living? 
No. 
Did she die before Mr. Bentson? 
Yes, sir. 
Do you know approximately what year? 
T think 746, but I wouldn’t be positive. 
Do you remember Mr. Bentson’s visit to 
Portithd | in 1945? 


OPOPOoPo> 


o> 
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A. Well, I don’t know—to remember each year 
he was [455] here that when he would come down. 
If he was here in 745 why, I probably—(inter- 
rupted) 

Q. Do you have anything that might fix your 
mind on that, as to whether he was here in 1945? 

A. Well, I think, as I remembered it, he called 
me up and said that he was in town, and he would 
be out to see me. 

Q. This was in 1945? 

A. I wouldn’t say whether it was ’45 or not. 

Q. Do you—(interrupted) 

A. I am not positive. 

@. How do you remember that he was in 1945— 
do you have something that gives you a remem- 
brance of that? Did you see something in the paper, 
or something like that? 

A. Oh, there was an article in the paper some 
time after he—weeks, I suppose, I don’t know just 
when—(interrupted) 

@. Do you have that clipping with you? 

A. I think it’s in one of those. 

@. I wonder if you would spend a little time 
looking for it? (Documents handed) 

A. Here it is. 

Mr. Picco: Will you identify that—mark it? 

The Clerk: Respondent’s Exhibit four M’s for 
identification. | 

(Respondent’s Exhibit MMMM, witness Or- 
sen, marked for identification. ) [456] 
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Q. I hand you Respondent’s Exhibit four M’s 
for identification, which purports to be a chipping 
concerning Oregon Motor Stages, and ask you 
whether that 1s your handwriting on that chpping? 

A. Wh Jith,. yest yes), sim 

Q. And what is that—that is the date that it 
was received? 

A. Well, I suppose that was the date of the 
paper. I thought he would be interested in seeing 
his name in the paper (laughter)—send it to him. 

Q. Did you take the clipping, and what did you 
do with this clipping? Did you send it to Mr. 
(interrupted) 

A. Qh, I sent it in a letter that I had written to 
him. 

Q. Now, the date here is—what is that date on 
there ? A. That is July the 12th. 

Q. Would you say you sent it about that time? 

A. I eouldn’t tell you; I just don’t remember. 
It might have been weeks after; it might have 
been—I don’t know—I don’t remember. 

Q. This does fix in your mind his visit to Port- 
land in 1945? in CS, 

Q. This is what you would use? A. Yies: 

®@. (By Mr. Picco): Do you know how lone 
he was in Portland at that time? 

x. eft, It ido mot. 

Mr. Pigeo: That's all, your Moner. 

The Court: You may cross-examine. 

Mr. Jones: Just a moment, please. 
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Cross Examination 

Q. (By Mr. Jones): Did Mrs. Schneider—Mrs. 
Bentson, I mean to say—did Mrs. Bentson dic 
about 1947? 

A. ’46 or 7, I wouldn’t be positive. 

Q. Did she become afflicted before her death 
with throat cancer? 

A. Well, I think she was troubled with it; she 
didn’t know what it was, but she was troubled with 
ih 

Q. You don’t know of your own information 
what the difference in his financial worth between 
1945 and 1950, at the time of his death might have 
been—what change there may have been in it, do 
you? 

A. He never confided in me in anything in re- 
gards to his [460] financial affairs. 
me 

ROBERT D. AMOS 
a witness called on behalf of the Respondent, first 
having been duly sworn, testified as follows: 
*¥ * & & 

Direct Examination 

Q. (By Mr. Picco): What do you do, Mr. Amos? 

A. I am Chief of the Intelligence Division in 
the Internal Revenue Service at Helena. 

The Court: Speak a little louder please, Mr. 
Amos. 

A. At Helena, Montana. [461] 

Q. How long have you been with the Internal 
Revenue Service? 
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A. Since 1940, except that I was in the Navy 
from 1942 to 1946. 

Q. How long have you been in the Special In- 
telligence Division? Of the Internal Revenue Serv- 
ice? A. Since 1940. 

Q. What is your personal place of—your present 
place of duty? A. Helena, Montana. 

Q. Did you ever serve in the Special Intelligence 
Division in Portland, Oregon? 

A. Yes, I was on duty in Portland from 1946 to 
1954. 

Q. What did your duties consist of ? 

A. Iwasa Special Agent. Most of my work con- 
sisted of investigating income tax fraud cases. 

Q. Did you ever have occasion to prepare finan- 
cial statements, and net worth statements in your 
eapacity as Special Agent? A. Yes, I did. 
Are you an accountant? A. Yes. 

Are you a certified publie accountant? 

Yes. 

Do you have a license to practice accounting ? 
Yes, I have a certificate in Oregon. [462] 

Did you ever have occasion to investigate and 
examine the business affairs of the Petitioners in 
these proceedings? A. Yes. 

In connection with their income tax hahility? 
Yes, 

For what particular years ? 

1944 through 1949. 

How did this oceasion arise? 


OPOPeed 


OPore 
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A. An information report was received in the 
Intelligence Division from Revenue Agent L. H. 
Norris (phonetic), which he wrote in September, 
1948, setting out findings of his examination; he dis- 
continued his examination because he found some 
reason to suspect fraud in the case. He referred the 
case to the Intelligence Division. It was assigned 
to me during the fall of 1948. 

Q. How long did the investigation take, as far 
as you were concerned ? 

A. A year and a half from—during the active 
investigation. I did some work after that time. 

Q. What initial steps did you take, if any? 

A. I first talked to Revenue Agent Norris, and 
Revenue Agent Donald Nicholson (phonetic), after 
he was assigned to the case. 

Mr. Jones: Would you speak a little louder, 
please? 

A. Yes, sir. And the first active work which we 
did was on January 3rd, 1949. 

Q. What did you do then? [463] 

A. Revenue Agent Nicholson and J went to Van- 
eouver, B. C., and we first went to the United 
States Consul’s Office to get some information about 
Mr. Bentson. We found that he was born in 1869, 
in Iowa, was a United States citizen, had been a 
resident in Canada since 1906. We obtained his ad- 
dress there; we also found the name and address 
of the relative to notify in case of emergency, it was 
Mrs. Fannie Orsen. Our next step was to interview 
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Mr. Bentson. On the same day, Mr. Nicholson and 
I went to Mr. Bentson’s home, at North Vancouver. 

Q. What sort of a home did he have? 

A. I would have judged it to be a about a five- 
room house. I was only in the front room—didn’t 
count the rooms, but it was a rather modest appear- 
ing home. The lot was not large, I would judge the 
frontage was fifty to seventy-five feet. The furnish- 
(interrupted) 

Was it a comfortable home? 

I beg pardon ? 

Was it a comfortable home? 

Yes, it was comfortable. 

Did you see Mr. Bentson? A. Yes. 
Will you deseribe his appearance ? 

Yes, he was an elderly gentleman. He was 
not particularly well dressed—rather comfortably 
dressed. I recall that he had on a sweater. [464] 

Q. Did vou have any conversations with Mr. 
Bentson concerning his participation in the pur- 
chase of seven hundred and fifty shares of Oregon 
Motor stock, and the loan of three hundred and fifty 
thousand dollars from the American Business Credit 
Corporation ? A. Yes, I did. 

Q. What did he say? 

My. Jones: If the Court please, that is calling for 
hearsay, and we object to it on that basis primarily ? 

Mr. Picco: They have testified to conversations 
with Mr. Bentson. I think Respondent should be 
given the same opportunity, your Honor. 
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Mr. Jones: On anything CGnterrupted ) 

Mr. Picco: And, in particular, to seck to refute 
some of the things that they claim were said in 
those discussions. 

The Court: I think he should be allowed to testify. 

Q. Please answer the question. 

Mr. Jones: Well, I have this other objection on 
this ground, that any conversations that we made 
were right at the time of the transaction; not five 
years remote from the transaction, or four years 
remote from the transaction, and at the time when 
Mr. Bentson, was, if he died at eighty-one in 750, 
was approaching the age of eighty, and I feel that 
any conversation at that time is too remote in the 
memory of that witness to be entitled to be’ received 
here, and consequently irrelevant and immaterial. 

The Court: That objection is overruled. [465] 

Q. Will you please state what conversation you 
had with Mr. Bentson? 

A. Yes, first, Mr. Nicholson asked Mr. Bentson 
to explain about the purchase of the Oregon Motor 
Stages stock. Mr. Bentson then stated that he knew 
very little about it, and referred us to Ezra Royce 
and Barney Royce—rather, he stated that they han- 
dled most of and he did not remember how it was 
worked out. He then stated that most of his contact 
in the transaction had been with Ezra Royce. He 
mentioned that no money had changed hands +r con- 
nection with this transaction, and Mr. Nicholson 
asked him what collateral he put up, in connection 
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with the loan. He refused to state what collateral he 
had put up. 

Q. Was the—was Mr. Bentson cooperative in re- 
plying to your questions? 

A. Not entirely. He refused to answer any ques- 
tions about the collateral for the loan. 

Q. Did he say anything further about his partici- 
pation, if any, in the negotiations for the loan of 
three hundred and fifty thousand dollars? 

Mr. Jones: Do you have—if the Court please, 
does this witness have any independent recollection 
of this? I would lke to know whether he is read- 
ing his answers or is testifying from memory ? 

A. J am refreshing my memory from notes that 
I took atthe time of the interview. [466] 

Mr. Jones: I should like to see the notes when 
you are through with them. 

A. I don’t recall that he made any statement 
about the negotiations for the loan. 

Q. Did you have any other interviews with Mr. 
Bentson ? A. No, sir. 

Q. And that is the extent of the conversation ? 

A. Yes. 

Q@. What questions did you ask Mr. Bentson? 

A. We asked him the — rather, Mr. Nicholson 
asked him the general question first, to explain his 
stock transaction with Oregon Motor Stages. Follow- 
ing that (interrupted ) 

Q. Did he answer that question ? 

A. He answered it by referring us to Ezra Royce 
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and Barney Royce, and then he followed up with 
some general statements to the effect that no cash 
had been put up. I also asked him some questions 
as to whether he was in Portland at the time of the 
transaction. He said that he was, and whether he 
intended to participate in the management. He said 
that he took it over, that his nephews helped him 
in running it, but he found it too big, and turned 
the business over to them. I asked him whether he 
sold the stock for the same price he paid for it, and 
he said, “Just about.” Finally, he stated that he 
wanted to find out what the trouble was, and re- 
ferred us again to Mr. Royce. 

@. What other steps did you take in your inves- 
tigation of this matter? [467] 

A. On January 4th, 1949, Mr. Nicholson and I 
interviewed Ezra Royce at his office at the Yellow 
Cab Company regarding the stock transaction in 
Oregon Motor Stages. 

Q. What did he have to say? At that time? 

A. Well, he explained that Mr. Bentson obtained 
a loan from the American Business Credit Corpora- 
tion. We asked him what collateral was put up. He 
said that he didn’t remember who put up the col- 
lateral, and he referred us to Claude McColloch and 
Robert Jacob, who, he said, were the attorneys who 
handled the transaction. 

Q. Did he say anything about the arrangements 
for the loan? Did he say who, if anybody, had any- 
_ thing to do with that? 
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A. I will have to refresh my memory. I am not 
sure. 

Q. Just go ahead and look at your notes —as 
much as you desire. 

A. All right. (Referring to notes.) Regarding 
the arrangements for the loan, he stated that Claude 
McColloch and Robert Jacob were the attorneys who 
handled the arrangements with the loan. 

Q. Would you tell us about his attitude in the 
interview ? 

A. He was cooperative. He did not furnish us 
many details. He did refer us to Mr. Jacob for fur- 
ther information. 

Q. Did you have any other interviews with E. 
Royce relative to the stock transaction ? 

A. Not relative to the stock transaction. 

Q. What did you do then? [468] 

A. On January 7th, 1949, Mr. Nicholson and I 
interviewed Robert Jacob at his office, and we also 
examined—— (interrupted) 

Mr. Jones: I can’t hear you. 

A. And we also examined certain records of the 
Oregon Motor Stages — the stock certificate, the 
sheet from the minute book, certain records which 
Mr. Jacob produced and showed us specifie pages 
only. 

Q. What questions did you ask him, if you asked 
him any, and what answers did you receive, if you 
have—if you recollect? 

A. The questions which were asked were merely 
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the general question regarding the asking him for 
an explanation of the purchase Gnterrupted) 

The Court: Can’t you speak a little louder? It’s 
difficult to hear you. 

A. We asked him only a general question as to 
an explanation for the purchase of the stock of Ore- 
gon Motor Stages. He explained that Mr. Schneider 
and Ezra Royce had approached him, and asked him 
to go in with them in buying the stock. He said that 
he negotiated with the former stockholders, and he 
said that he had nothing to do with Mr. Bentson’s 
purchase of stock. He said that he believed Mr. 
Royce made the arrangements for that. He said that 
he introduced Mr. Bentson and Mr. Royce to Mr. 
Davidson of American Business Credit. Corporation, 
and Mr. Bentson then obtained a loan. He did not 
know what collateral was pledged. 

Q. Do you have Exhibit 9? (Exhibit handed.) 
Did you say you [469] examined some of the rec- 
ords that were in Mr. Jacob’s possession at the time? 

A. Yes. 

Q. Do you remember what some of those were? 

A. Yes, there was a letter from Mr. Bentson, 
offering to sell his stock to the corporation. There 
was a page from the corporate minutes authorizing 
the corporation purchase the stock, and there was 
the stock certificate which had been issued to Mr. 
Bentson. 

Q. I hand you Petitioner’s Exhibit 9, and ask 
you if that is the letter that you saw on that date. 
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It is dated August 31, 1945, from—written by Mr. 
Bentson, to Oregon Motor Stages? 

A. Wespatiise 

@. And where was that written from, do you 
know? 

A. The date mark has been typed in as Van- 
couver, B. C., but it is apparent that there was an 
erasure underneath the D. C. and (interrupted) 

Mr. Jones: Now, if the Court please, I should 
think that that is a question for the Court to deter- 
mine and not a witness as what may have been 
erased out and typed in, and I object to this gentle- 
man unless he can qualify as an expert on typing 
and the correction of documents to give that opin- 
ion. 

The Court: The objection is overruled. 

@. The objection is overruled. You may answer. 

A. When I examined this originally, I was able 
to determine [470] that the word ‘‘ Washington’”’ had 
originally been written under “D. C.’’ At this time, 
I cannot tell what was written there originally. 

Mr. Jones: Hold it up to the light and I think 
you ean still tell. I am not cross-examining yet, par- 
don me. 

Q. That was your determination at the time? 

A. Yes. 

Q. What else did you do in Mr. Jacob’s office at 
this time? 

A. I examined the minutes of the meeting of 
Oregon Motor Stages dated September Sth, 1945, 
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which stated, “Resolved that this company shall pur- 
chase a—and retire three hundred fifty shares of 
stock belonging to L. R. Bentson at the price of one 
thousand dollars per share, out of the surplus, and 
that the stock so purchased shall be cancelled.” I 
also examined the stock certificate number seventy- 
seven for three hundred fifty shares issued to L. R. 
Bentson on July 2nd, 1945, and I observed that on 
the back, there was an assignment in blank, which 
was undated, and was signed by L. R. Bentson. 

Q. Did you have any further conversation with 
Mr. Jacob at that time, or at any later time? 

A. No, I don’t recall any further conversation 
regarding this matter. 

Q. What—what did you do then? What was the 
next step in your examination? 

A. On the same day, January 7th, 49, Mr. Nich- 
olson and IJ talked to Maleolm Clark (phonetic) of 
Portland, who is an attorney, and who stated that 
he had been the attorney (anterrupted) [471] 

Mr. Jones: Now, if the Court please, on that, he 
is not a partner in the case—not involved in it. I 
Wish to renew my objection that with respect to 
Mr. Maleolm Clark, that that would be entirely ir- 
relevant as to (interrupted) 

The Court: Objection sustained. 

Mr. Picco: Did you say sustained, your Honor? 

The Court: Yes. 

Q. What steps did you take to find anything 
about the —examine the records of the American 
Business Credit Corporation, Portland office ? 
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A. My investigation disclosed that the Portland 
office had been closed prior to 1949, and that the 
records of the company had been shipped to their 
main office in New York, so I wrote a request to 
the Special Agent in Charge at New York City, to 
have a Special Agent call at the main office and ob- 
tain photostatiec copies of various records pertinent 
to the loan, three hundred and fifty thousand dol- 
lars. 

Q. Did you receive those records? A. I did. 

Mr. Picco: I think we have stipulated that all of 
those records are in evidence, your Honor, with the 
possible exception of Respondent’s Exhibit A which 
will come out later. 

Q. What else did you do in your examination of 
this matter? 

A. I examined the records of Oregon Motor 
Stages—I examined the voucher register, which re- 
flected a check entered on September 6, 1945, pay- 
able to L. R. Bentson in the amount of [472] three 
hundred fifty thousand dollars, and which was deb- 
ited three hundred fifteen thousand dollars to sur- 
plus, thirty-five thousand dollars to capital stock. I 
also examined another entry in the voucher register 
dated September 17th, 1945, for a check payable to 
American Business Credit Corporation, in the 
amount of three thousand seven hundred thirty-nine 
dollars seventy-three cents, which was charged to 
interest expense in the books. That was all—the only 
examination I made at that time of Oregon Motor 
Stages’ records. 
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Q. Now, that interest—how much was that inter- 
est expense—what amount did you say? 

A. Three thousand seven hundred thirty-nine 
dollars seventy-three cents. 

Q. Did you see anybody else in connection with 
the case ? 

A. Yes, I saw George W. Davidson, at his office 
in Portland. Mr. Nicholson and I both called on him. 
Q. Did you have a conversation of—with him? 

Ae did. 

Q. What did he say, if anything? 

Mr. Jones: Same objection, your Honor. 

The Court: Objection sustained. 

Mr. Picco: Sustained? Would you let me have 
Exhibit C? (Exhibit handed.) 

Q. I hand you Respondent’s Exhibit C, and ask 
you whether you had an occasion at any time to ex- 
amine that—that exhibit during your examination? 

A. I have examined the document of which this 
is a copy. I (interrupted) 

Q. That is correct. A. —~—am sure. 

@. You examined the original document? 

A. I examined the document which was in the 
possession of Revenue Agent Donald Nicholson at 
the time, which I understood to be the original doc- 
ument. 

Q. And this is a copy of that? A. Yes. 

Q. Now, what does that purport to be? 

Mr. Jones: Tt has already been identified, your 
Honor, and introduced. 

Q. Will you please describe that? 
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A. That is headed ‘‘Portland, Oregon, July 17, 
1945.” Addressed to “Oregon Motor Stages,’ and 
states: “In aecount with George W. Davidson, Pa- 
cific Building, to services rendered, fee, four thou- 
sand three hundred fifteen dollars seven cents. Ap- 
proved for voucher July, charge to account forty- 
six twenty. O.K. Signed E. Royee.”’ 

Q. That latter thing there—the O.K. was signed 
by E. Royee, is that it? 

A. Yes, that was signed in pencil, as I reeall. 

Mr. Picco: Will you mark that as Respondent’s 
Exhibit ? 

The Clerk: Respondent’s Exhibit four N’s for 
identifieation. [474] 

(Respondent’s Exhibit NNNN, witness Amos, 
marked for identifieation.) 

Q. I hand you Respondent’s Exhibit four N’s 
for identification, which purports to he an affidavit 
by George W. Davidson, and ask you whether you 
notarized that affidavit? Or notarized his signature 
thereon ? 

A. Yes, I acknowledged the signature in this af- 
fidavit on March 25th, 1949. 

Q. Will you state in summary form what that 
affidavit consists of ? 

Mr. Jones: I object to that as irrelevant, incom- 
petent, immaterial, purely hearsay—none of the Pe- 
titioners having been present or had a chance to 
question or examine Mr. Davidson on it. 

The Court: What do you say? 
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Myr. Picco: In this connection, your Honor, they 
testified about dealings they had with Mr. Davidson, 
and what may have been said at those conversations 
and interviews with Mr. Davidson, and I think the 
Respondent should have the opportunity of showing 
this, which is his affidavit, or better yet, Iet the 
agent state what Mr. Davidson did tell him. It re- 
futes, actually, what Petitioner said Mr. Davidson 
did or said to them, and it involves the same period 
of time, and involves the same matter in negotia- 
tions. 

The Court: The objection is sustained. 

@. (By Mr. Picco): Did you interview — Mr. 
Amos, did you [475] interview any other official of 
American Business Credit Corporation, other than 
George Davidson? 

A. J interviewed Malcolm Clark. 

Q. Well, you have passed on that already. In 
addition to Malcolm Clark? A. No, I did not. 

Q. Why is that? 

A. I could find nobody else in Portland who 
knew anything about—who had been connected with 
American Business Credit Corporation. The Port- 
land office had been dissolved or abandoned some 
time before. I learned of only one official, Mr. Sheaf- 
fer (phonetic) who had been Credit Manager, and 
he was reported to be in Los Angeles. I could not 
locate him. 

Q. Now, what did you do further, if anything, 
on your examination ? 
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A. I interviewed Mr. Schneider and Mr. Nieder- 
krome. 

Q. Would you please tell us about those inter- 
views ? 

A. Mr. Nicholson and I interviewed Mr. Sehnei- 
der on January 19th, 1951, at his office at Oregon 
Motor Stages. Mr. Schneider gave us the back- 
ground on how Oregon Motor Stages came to be ac- 
quired. He said that he had been invited to come 
to Portland by Mr. Royee to consider acquiring an 
interest in Yellow Cab Company, but that he de- 
cided not to buy an interest in that firm. While he 
was here, he learned that Oregon Motor Stages’ 
stock was for sale, so he interested Mr. Royce in 
acquiring Oregon Motor Stages’ stock. He said that 
[476] at first, they hned several investors, but they 
baeked out, and finally Mr. Royce said that he knew 
an old gentleman who had money, and who would 
come into the deal. Mr. Schneider did not reeall his 
name at first. He identified him as a shirt-tail rela- 
tive of Mr. Royee. But when Mr. Nicholson asked 
him if his name could have been Bentson, he rephed 
that it was. He mentioned that Mr. Bentson’s ap- 
pearanee did not suggest very mueh wealth. He said 
he did not know how Bentson paid for the stoek. 
He recalled that a Joan had been obtained from 
some loan company, and he reealled that Bentson 
sold his stock within two or three months, and he 
thought that Bentson realized a small profit in the 
sale. He also thought that there may have been some 
expense in connection with acquiring the stock. 
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Q. Did he say anything about collateral for the 
loan? 

A. He said that he didn’t know what collateral 
was put up. Now, he explained that his own stock 
certificate was pledged as collateral to Mr. Royce; 
that he delivered his stock certificate to Ezra Royce, 
in connection with a loan that—which he had ob- 
tained from Mr. Royce. He explained that the total 
cost of his stock was fifty thousand dollars, and that 
he was able to raise only twenty-seven thousand 
dollars at the time, although he expected to raise 
the balance by the sale of some other property, so 
he borrowed the balance of the money from Mr. 
Royce and delivered his stock certificate to Mr. 
Royce. 

Q. Did he tell you about conducting Mr. Bentson 
on a survey and tour of the route of Oregon Motor 


Stages? [477] A. He did not. 
Q. Did he discuss the future of Oregon Motor 
Stages as he saw it? A. Yes, he did. 


Q. What did he say about that? 

A. He said that at the time, that he and Mr. 
Royce and the others bought the stock, that he and 
Mr. Royce discussed the future of the company, and 
it was then their opinion that the company would 
prosper after the war. He had two reasons for it. 
One was that they thought that wage rates would 
be reduced following the war, and the second reason 
was that they expected the population of Oregon 
would double within the next ten years. 
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Q. Did anything else transpire at this interview ? 

A. No, that—that’s all that I reeall that—oh, I 
did discuss several other issues but Mr.—with Mr. 
Schneider that had nothing to do with the stock 
transaction. 

@. You mentioned that you had an interview 
with Fred Niederkrome too? A. “Yeu 

Q. Would you tell us some about that? 

A. On January 16th, 1951, Mr. Nicholson and I 
interviewed Fred Niederkrome in our office at the 
Financial Center Building, Portland. Mrs. Maudie 
FE. Niederkrome was also present. We discussed sev- 
eral issues with Mr. Niederkrome, but among them, 
we asked him some questions about his acquisition 
of stock in [478] Orégon Motor Stages. He ex- 
plained that he had no capital of his own; that he 
had given his note to Mr. Royce for fifty-five thou- 
sand dollars; that he also assigned his stock certifi- 
eate to Mr. Royce as security for the note. 

Q. For his own note? 

A. Yes, his own note. He mentioned bemg 
present in the conference room at the First National 
Bank at the time the stock was exchanged from the 
old stockholders to the new stockholders. He said 
that he had never heard any discussion regarding 
Mr. Bentson’s interest, that he knew Mr. Bentson 
acquired stock, but he didn’t know why it hap- 
pened, and he said, as far as he knew, Mr. Bentson 
may still own stock in the corporation. He said he 
did not know whether stock was put up as collateral 
for the loan by American Business Credit Corpora- 
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tion, but he did know that a loan was obtained and 
he explained the general financing of the transac- 
tion. He said that the new group of stockholders 
put up four hundred thousand dollars, and they 
borrowed three hundred and fifty thousand dollars. 
He said he thought that the loan was obtained by 
the corporation, and he did not know how or when 
the loan was repaid. That was all that was material 
to that issue. 

Q. Did you have any other interviews in your 
examination of this matter? 

A. No other interviews concerning this one is- 
sue of the stock transactions. Oh, pardon me, I did 
too. I interviewed (interrupted) [479] 

Q. Did you interview Mrs. Fannie Orsen ? 

A. Mrs. Orsen, yes. That was about two 
years later. It was after we had written our final 
report and thought the case was closed, and then 
we learned that Mr. Bentson had died, and that 
Mrs. Orsen was the Executrix. I interviewed her at 
her home. I examined certain records. 

Mr. Picco: May I have Respondent’s Exhibits 
four B’s, four C’s, four E’s, four G’s and H’s? 
(Exhibits handed.) 

@. Did you say you examined the records that 
were in the possession of Mrs. Fannie Orsen at that 
time ? A. Yes. 

Q. I hand you Respondent’s Exhibit four E’s 
and ask you if this is one of the exhibits that you— 
one of the records that you looked at? 

A. I would say that I looked at it, but I didn’t 
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do anything with it. I was interested in transactions 
which oceurred during the year 1945 and subsequent 
to it, and I did observe that there were daybooks, 
from sometime in the middle 1930’s up to date, but 
I did not (interrupted) 

Q. You didn’t use this book in your analysis? 

A. No. 

Q. I hand you Respondent’s Exhibit four C’s; it 
purports to be a daybook, from January 1, 1942, 
and ask you whether you used that or examined that 
book? 

A. (After examining exhibit.) Yes. Yes, I did. 

Q. Will vou tell us a little about the examination 
of that exhibit—hook—the daybook? A. Yes. 

Q. It’s Exhibit four C’s? 

A. I found that this daybook consisted of a 
series of income accounts, single entry record, in 
which there was listed rental income, interest 1n- 
come, dividend income and some sales of stocks. 
There was also an annuity listed with the income or 
payments received on that. 

Q. The entries covered what period of time on 
that book? 

A. It says on the face of it from January 1, 
1942, but I notice that certain assets were entered 
prior to that. The Government annuity was acquired 
in October 1934, and as I recall right now, I think 
that was about the earliest date in here. It goes up 
until 1950. There were entries in here as Jate as the 
middle of 1950. 

. Now, will you look over the entries for 1945 
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and tell us what was recorded for those years—for 
that year, ’45? 

Mr. Jones: Well, doesn’t the exhibit speak for 
itself? I object to this as unnecessary. 

The Court: It doesn’t seem necessary to me to go 
into these entries. 

Q. Can you tell us—all right, your Honor. Can 
you tell us whether the Oregon Motor Stages’s stock 
was recorded as being bought or sold in the year 
1945 in that book? 

A. It was not recorded in any way in this book. 
I examined [481] this book particularly with that 
in mind and found no entries in here regarding it. 

Q. I hand you Respondent’s Exhibit four B’s 
which purports to be the—the photostatic copy of 
the inventory of the estate, and ask you if you ex- 
amined that and used that in your analysis? 

A. Yes, I did. I examined this and I prepared 
a statement of net worth of Mr. Bentson as at Jan- 
uary Ist, 1945 and as at December 31st, 1945. T used 
the values in the inventory of the estate for certain 
assets whose values I was unable to obtain from any 
other record. I also used entries in the daybook in 
preparing that. In some eases they were cost figures, 
and other cases there were sales figures for assets 
sold later than 1945, and I used the sales figure as 
the value of the asset in some cases. 

Q. Did you have occasion to use Respondent’s 
Exhibit four H’s, which has reference to the Gov- 
ernment annuity in your analysis? 
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A. I used the amount of the annuity—I got the 
amount from the daybook rather than from this rec- 
ord. I do not recall seeing this particular record, 
but I noticed that the amount of payment was thir- 
teen thousand six oh eight. 

Q. That’s on there. 


A. Which was the same figure which I found 
entered in the daybook as the cost, and I used that 
figure in the net worth. 


@. And did you have occasion to use Respond- 
ent’s Exhibit four G’s, which purports to be the 
bank account—savings bank account of Mr. Bent- 
son? [482] 

A. (After examining exhibit.) Yes, I did. I ex- 
amined this bank account. I made a transcript of 
all the entries in it from the beginning of 1945 un- 
til the end. I used the balance at January 1, 1945 
and at December 31, 45 in my net worth statement, 
and I also used one of the figures appearing in 
1946, the deposit there to (interrupted) 

The Court: Speak loudly. 

A. To determine the cost or rather value of one 
tract of real estate. Mr. Bentson’s daybook reflected 
rental from a house and a garage at 1246 Hornby 
(phonetic) Street. His last rental payment in the 
daybook was, I believe, March 1st, 1946, and I found 
a deposit in the passbook—savings account, of seven 
thousand nine hundred twenty-four dollars eighty- 
three cents on May 16, 1946. In the absence of any 
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further information, I used that amount as the 
value of the real estate at 1246 Hornby Street. 

Q. Do you have your comparative statement 
there, that you prepared? i Ves ido: 

Q. Will you let me see it? 

Mr. Picco: I want to have this marked. 

The Clerk: Respondent’s Exhibit four O’s for 
identification. 

(Respondent’s Exhibit OOOO, witness Amos, 
marked for identification.) 

Q. Ishow you Respondent’s Exhibit four O’s for 
identification, [483] and ask you to identify that, 
if you may? | 

A. This is a comparative statement of net worth 
of Louis R. Bentson, as at the beginning and end 
of the year 1945, which I prepared on May Ist, 1952. 
The information which I used in preparing it was 
first, the entries in the daybook, covering the year 
1945 and subsequently ; I also used the inventory of 
Mr. Bentson’s estate, and I used the savings ac- 
count passbook. At this time, I believe that was all 
that I used. 

Q. What obligations, if any, did you use on this 
comparative state (interrupted) 

A. I had—I had no record of any habilities. 

Q. And what did you do with the annuity? 

A. I showed the annuity separately at the bot- 
tom so that it could be either left in the total or 
taken out of the total. The cost of the annuity in 
1936 was thirteen thousand six hundred and eight 
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dollars. In 1945, its value would be considerably 
less, but I am not an actuary, and I couldn’t deter- 
mine it. The net worth, including the annuity at 
cost, would be forty-eight thousand six hundred 
thirty-four dollars six cents at the beginning of 
1945, and fifty thousand five hundred eighty-six dol- 
lars twenty-one cents at the end of 1945. And sub- 
tracting the annuity, the net worth would have 
been (interrupted) 

Mr. Jones: Now, wait a minute, I object to the 
net worth for the simple reason that there is no 
showing that he has all of the information that 
would go in and be necessary to make a net [484] 
worth statement accurately. 

Mr. Piceo: Jf vour Honor please 
rupted) 

The Court: The statement would show what it 
shows as to sourees, and the weight to be given 
it would be another question. He may testify. 

Mr. Picco: Yes, that is what I was going to 
say. It might go to the weight of it. Tt certainly 
compares with some of the statements (anter- 
rupted) 

The Court: Part of the 

mer, Picco: Wir sorry. 

The Court: It is part of the Respondent’s the- 
ory at least. 

Mr. Picco: We move that into evidence. 

Mr. Jones: J have the same objection that I 
have noted—that there is no showing that (in- 
terrupted) 


(inter- 


(interrupted) 
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The Court: It will be received. 


(Respondent’s Exhibit OOOO, witness Amos, 
received in evidence. ) 


Q. (By Mr. Picco): As you were saying, if 
you leave the annuity out of that comparative 
statement, what is the net worth statement of Mr. 
Bentson at the end of 1945, and at the beginning 
of 1945? A. (Hxamining Exhibit.) 

Mr. Jones: As shown by that statement, you 
mean? 

Mr. Picco: Yes, as shown on this statement, 
Respondent’s [485] Exhibit four O’s, 

A. By leaving the annuity out, the net worth 
at the beginning of 1945 would be thirty-five thou- 
sand twenty-six dollars six cents; at the end of 
1945, it would be thirty-six thousand nine hundred 
seventy-eight dollars twenty-one cents. 

Q. And what real property assets do you have 
on that? 

A. I have two tracts of real property; one was 
deseribed as his home in the inventory of the 
estate, and contained the legal description, ‘Lot 
one and two, block fifty-three.” The value of that 
was forty-two hundred dollars, as taken from the 
inventory of the estate. Then I have a house and 
garage at 1246 Hornby Street, which was reflected 
in the daybook as rental property. The value of 
that I took from a bank deposit, which appeared 
shortly after the last entry for any rent in the day- 
book. 
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Q. That’s all, the rest will show on there. I will 

take these. [486] 
7) a or haat 
Gross? Hxamination a6 F = * 

Q. (By Mr. Jones): May I see the memoranda 
that you first testified from? 

A. (Memoranda produced) ‘This is the first 
sheet. 

Q. Now, this memoranda would be typed up 
from your memory of a conversation that you had, 
is that correct? [507] 

A. I took some pencilled notes at the time of 
the conversation. That memoranda was typed up 
two days later by using my pencilled notes and 
my memory. 

Q. But there was a couple of days elapsed he- 
tween the taking it and the typing it up? 

A. Yes, thats truessyes: 

Q. Now, let me see also the first pencilled notes 
—or the first memoranda you made at Mr. Royce’s 
interview—first interview with him. I would hke to 
see that other one again also, if I may. 

A. (Producing memoranda and notes.) 

Q. (After examining memoranda) Well, now, 
in this interview you had with Mr. Bentson on the 
3rd of January, 1949, he did tell you that he had 
lived in British Columbia for about forty years, 
and that he had spent ten years of it in mining 
around Nome, didn’t he? JI would lke to have 
you look at your second paragraph there. (Memo- 
randa exhibited.) 
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A. You are right except for one point. He said 
he had lived there for the last forty years, and he 
had spent ten years mining around Nome, which I 
think was prior to the forty-year period, yes. 

Q. But that he had spent time mining around 
Nome? A. Yes. 

Q. And when he was asked whether or not he 
was able to put up a half a million dollar collateral, 
he said ‘‘yes,’’ didn’t he? 

A. Yes, that’s what he said. [508] 

Q. He experienced some hard of hearing while 
he was—while you were talking to him, and it was 
a little difficult to conduct a conversation, wasn’t it? 

A. Yes, as I recall, he was a little hard of hear- 
ing. 

Q. May I also see your first one with the inter- 
view with Mr. Royce? 

A. (Producing memoranda.) 

Q. Now, this was dictated the day after you 
had your conversation, wasn’t it? 

A. Well, it was typed by me the day after I 
had the conversation, and it was based on notes 
which I took at the time of the conversation. 

Q. And in this, Mr. Royce informed you that 
Mr. Bentson had received the same price he had 
paid.for the stock? 

A. I am sure of that, yes, I would have to— 
yes. [509] 

Vee Fe 

Q. (By Mr. Jones): Did he also explain to you 

that Mr. Bentson’s wife had got sick, and that the 
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war was over, and Mr. Bentson wanted to get out? 

A. Yes. 

Q. He also told you at that time that Mr. Bent- 
son had made eight or nine hundred thousand in 
Alaska mining? 

“A. May I see that? (Paper handed.) Yes, he 
did. [510] 

De Ge Ar As Ss 

Q. This was the sheet that you refreshed your 
memory of from your conversation with Mr. 
Niederkrome ? A. Yes, that is correct. 

@. (Examining document) Now, in this, Mr. 
Niederkrome in this conversation also told you 
that he expected to own the stock in Oregon Motor 
Stages—had no capital—had given his note to Mr. 
[511] Royce for fifty-five but—fifty-five thousand, 
but that later, the ICC ruled that he could not be 
a stockholder? Aton Miese 

Mr. Picco: That has been stipulated. 

Mr. Jones: The stockholders—not the ICC part. 

Me. Picco: Yes; it has: 

Mr. Jones: Oh. 

@. And he said also that he told you that the 
stock was transferred to Mr. Schneider without 
any gain to him? A. Yes. 

@. Now, do you recall in that conversation 
whether he made a distinction between the time 
when this stock was posted as collateral with ABC, 
and after Mr. Bentson paid his note, and it was 
subsequently then maybe pledged with Mr. Royce 
for the remainder of the balance of that note be- 
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cause the facts up to this point show that Bentson 
was in the picture from July to September? 

A. Uh huh. 

Q. And then, that Mr. Royee—Mr. Niederkrome 
sold his stock in ’46, and that there was a period 
between September of 745 and June of 746, when he 
was still indebted to Mr. Royce, and that that may 
have been the period that he was pledging his 
stock for? 

A. I didn’t understand it that way from his con- 
versation. J understood that he endorsed his stock 
and gave it to Mr. Royce at the time it was ac- 
quired in July, 1945. 

Q. Well, from what you found out subsequently 
from your [512] investigation with ABC, you 
learned that the stock had been pledged with ABC, 
didn’t you? 

A. Yes, but it could, at first, have been given to 
Mr. Royce, and he could have turned it over to the 
ABC. 

Q. Well, in any event, there is no disposition 
on your part to imply that the stock wasn’t pledged 
with ABC? A. Oh, no. 

Q. Okay. 

A. Myr. Niederkrome didn’t know that it had 
been pledged with them, and he had a good reason 
that he had given his stock to Mr. Royce. 

Q. Well, now, that’s your opinion of the matter, 
isn’t it? 

A. Yes, but he did say that he didn’t know that 
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it had been pledged with ABC, he admit——(inter- 
rupted) 

Q. Did he say that? A. Yes. 

Q. Did he tell you that it hadn’t been pledged 
with ABC? 

A. May I look at that again? J am pretty sure 
that he did. (Document exhibited.) Well, he said 
he did not know whether stock was put up as col- 
lateral with ABC. 

Q. Well, now, this was—this meeting was in ’51 
—that was six years after the event, wasn’t it? 

pe Ses. 

Q. Did he get out any records while he was 
talking to you? A, Noe isi] 

@. He was just talking from memory to you? 

A. Yes. 

Q. (Examining document) Now, was not your 
testimony on direct examination that the loan of 
three hundred and fifty thousand that Mr. Nieder- 
krome stated was made to—was made by ABC to 
Oregon Motor Stages? 

A. Yes, he said that he thought it was. 

Q. Yes, he thought it was in here. Now, that 
Was six years after the transaction took place, and 
he didn’t refer back to any documents or anything 
when he was talking to you? 

A. No, he did not. 

@. Now, could not that possibly have been that 
what he said was he thought the loan was paid, 
rather than made by ABC—or by the corporation 
to ABC? 
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A. That wasn’t my understanding. 

Q. Well, could you have misunderstood him on 
that point, possibly ? 

A. May I look at that a moment again? 

Q. Yes, you may. 

A. JI think not, because following that, he did 
make the statement regarding the repayment, to 
the effect that he did not know how or when the 
loan is repaid. 

Q. You typed this up after your conversation, 
didn’t you? 

A. Yes, I typed it on the—that’s January 16— 
I typed it the same day. [514] 

Q@. But you typed it subsequent to your talk 
with him? A. Yes, uh huh. 

Q@. And there is a possibility that you could 
have misunderstood him there, isn’t there? 

A. Well, just a moment, I might look at my 
original notes that I made right at the time. 
(Checking notes.) No, my original notes, I have 
two statements, that he does not know how or 
when the loan was repaid—probably an obligation 
to the corporation, and following that, he thinks 
the loan was to the corporation. 

Q. But he never categorically said so—that it 
was to the corporation? 

A. Oh, he just said he thought it was, yes. 

Q. Yes, and then, we said it was a long time 
after the events? A. Yes. [515] 


Q. Let me see this one now, please? (Document 
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handed.) (Examining document.) Now, on this 
net worth statement that you prepared for Mr. 
Bentson, you had nothing to work with in doing 
that except such records as you got from his niece? 

A. That’s true. That included the inventory of 
the estate. 

@. Yes, but you had never talked to Mr. Bent- 
son about what his assets were, and try to secure 
a list of those from him? 

A. I had attempted to. 

Q. Well, you didn’t get any, did you? You 
didn’t have any? 

A. He would not give us the information. 

@. You didn’t have them, that is my question? 

A. No. 

Q. And you don’t know what his worth was in 
1945 at all? 

A. No, except as his records reflected, his day- 
book and passbook. 

Q. That was all built backwards from 1950 with 
such information as you got from the niece, and 
the inventory ? 

A. The daybook, of course, was examined in 
1952, but the information in it was recorded from 
about 1936, up through 1950. 

Q@. Yes, but you had to assume that that was 
the only records that he had that recorded his 
transactions when—that and the inventory and the 
bank statement and the annuity? 

A. True enough. I didn’t know whether there 
could have been other records. [518] 
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Q. There could have been other records, and 
there could have been assets not reflected there? 

A. Quite true. 
ae ty GO Se a 

DONALD D, NICHOLSON 

a witness called on behalf of the Respondent, first 
having been duly sworn, testified as follows: 

The Clerk: Will you please state your name 
and address for the record? 

The Witness: Donald D. Nicholson, Portland, 
Oregon. 

The Clerk: That is N-i-c-h-o-l-s-o-n, or how do 
you spell it? 

The Witness: Correct. [519] 


Direct Examination 
Q. (By Mr. Picco): What do you do, Mr. Nich- 


olson? A. Iam an Internal Revenue Agent. 
@. How long have you been an Internal Reve- 
nue Agent? A. Since October 8, 1945. 


Q. Did you assist Mr. Amos in the examination 
and investigation of the income tax Nabuility of 
Mr. Royce and the other Petitioners in these pro- 
ceedings? A did. fo20i 
Se GE RS 

Q. Now, Mr. Nicholson, did you hear Mr. Amos 
testify today? a. BY cs: 

Q. Did you hear him testify as to interviews 
with Mr. Bentson, Mr. E. Royce, Mr. Schneider, 
Mr. Jacob? Ag WY es: 

Q. Were you present at those interviews? 
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A, Ake 

Q. If asked the same questions as to what trans- 
pired at those conferences or interviews, would your 
answers be substantially the same as Mr. Amos’ 
answers ? Ar Yes, sir 

Q. Would you verify the account of what trans- 
pired—Mr. Amos’ account of what transpired at 
those conferences? [521] 

A. By the use of notes, I could. [522] 
RP ar tah Rag 

EK. ROYCE 

a witness recalled by the Respondent, assumed the 
stand and testified as follows: [527] 


Rt Ht 


Cross Exanineation= * ">" 


@. (By Mr. Jones): Now, there is one other 
question I want to ask this witness that goes back 
to the partnership accounts while I have him on the 
stand. When you were—when your wife Dora 
was cashing some of these distribution checks, did 
the tellers ever require your signature? 

A. Yes, they did. 

Q. Would you sometimes be with her at the 
window at the time? 

A. Most of the time, because those checks were 
large amounts and she didn’t feel that she wanted 
to be alone. [535] 

Q. Do you know whether or not she ever—or 
whether the deposits in her account were made from 


her distributions ? A. Yes, they were. 
a) Stee St 
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Myr. Picco: Now, if your Honor please, we have 
no other witnesses, but I do have an exlibit that I 
want to introduce at this time. It is Respondent’s 
Exhibit A for identification. It has been stipulated 
that it is a true and correct copy of the meeting of 
the Executive Committee of American Business 
Credit Corporation, the parent company, in which 
the loan —the application loan for three hundred 
and fifty thousand dollars was acted upon and con- 
sidered. There is going to—the objection to this in- 
strument will be given by Mr. Jones. I want to 
move it into evidence, and I would like to state my 
grounds, your Honor. 

The Court: Tell me again exactly what it is? 

Mr. Picco: Itis a copy of the minutes of a meet- 
ing of the Executive Committee of American Busi- 
ness Credit Corporation; the Delaware corporation, 
that is the main corporation. It owned the subsid- 
lary corporation, American Business Credit Corpo- 
ration, Portland, held on June 20, 1945, at its offices 
in New York, and it [536] refers to the application 
for loan of three hundred and fifty thousand dol- 
lars, and it was acted upon and considered at this 
meeting, and we have (interrupted ) 

The Court: This is by the parent company ? 

Mr. Picco: That is correct, and it is duly certi- 
fied by the Custodian of the records. As you remem- 
ber, it has been stipulated into evidence that the 
Portland corporation was dissolved, and the records 
were transferred to the parent corporation. This is 
a part of the negotiations phase of the stock ques- 
tion, Section 115G. It is an integral part of those— 
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of the records of the lending institution. We have 
stipulated, and there is in evidence, other exhibits 
which make up the rest of that file from the lending 
institution. We have Exhibit 1, which is the joint 
note signed by the Petitioner, Ezra Royce and L. R. 
Bentson. We have Exhibit B, which is the check by 
American Business Credit Corporation, made pay- 
able to L. R. Bentson and Ezra Royce for three 
hundred and fifty thousand dollars, and the money 
comes from the New York office to the Portland 
office. Exhibit C, the invoice dated July 17, 1945, 
showing Oregon Motor Stages paying finance 
charges to George W. Davidson, of American Busi- 
ness Credit, in the amount of four thousand three 
hundred and fifteen dollars and seven cents—Ex- 
hibit D, which is a cash receipts report of American 
Business Corporation, showing receipt of this four 
thousand three hundred and fifteen dollars and 
seven cents, and referring to the E. Royce and 
L. R. Bentson account. Respondent’s Exhibit. E, 
which is a cash receipts report of American Busi- 
ness [537] Corporation, showing a receipt of three 
hundred and fifty thousand dollars, reference, 
E. Royee and L. R. Bentson account. We have Re- 
spondent’s Exhibit F, bank account of American 
Business Credit Corporation, the parent office, home 
office, New York, showing deposit by the Portland 
branch, American Business Credit Corporation to 
the account of the American Business Corporation, 
parent corporation, September 17, 1945; and we 
also have Exhibit G, the account, ““Royee and Bent- 
son’’ on the ledger sheet of American Business 
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Credit, Portland. All of these are part and partial 
to the files of the lending institution, and I move 
the admission of this document, Respondent’s Ex- 
hibit A, for identification on that ground. 

Mr. Jones: I would like to be heard on that, be- 
cause we strenuously object to its admission in evi- 
dence on the ground that it is incompetent, irrele- 
vant, immaterial, and purely hearsay. These other 
documents that he meant—mentioned where there 
were payments back and forward, we had no objec- 
tion to and consequently were quite willing to assist 
the Government by admitting them and putting 
them to no trouble. Here, there is an affidavit by a 
person who was not an officer of the corporation at 
the time the affidavit—at the time the transaction 
took place, he was the Secretary at the time the affi- 
davit was made—he—certifies to that affidavit— 
through that affidavit that the photostat there is a 
true copy of minutes of a certain meeting. Those 
minutes, however, report a report of Mr. Davidson 
who is dead. There is no showing that Mr. Royce or 
Mr. Jacob or Mr. Bentson or anybody else was back 
east. [538] There is no evidence that they were 
there; that they knew what Mr. Davidson was say- 
ing. The affidavit, the report of Mr. Davidson, at 
that Executive Committee in the east was the pur- 
est kind of hearsay. He was the Manager out here 
trying to get a loan through. And we weren’t—no 
party—no purchaser was there being represented. 
I want it clearly understood that I have stipulated 
that I have no objection to the authenticity or to the 
identity of this thing, but I have strenuous objec- 
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tions on the grounds of materiality and hearsay. 
I would like to just cite a sentence or two from two 
eases. They are—one is a Federal case, one hundred 
and forty Federal, three cighty-five, on page 402, 
which states, “that the records of a private corpo- 
ration are not competent evidence against third per- 
sons to establish their relation of stockholders to 
the corporation, or to approve the contracts between 
them and the corporation, in the absence of proof 
of their knowledge—the third person’s knowledge, 
and a set to the minutes,” and that is the case of 
Harrison versus Remington Paper Company. I will 
also cite, and I have several here, but I will only 
cite the two of them—the case of Morrow West 
(Phonetic) versus some corporation—I can’t read 
the name of it, in second Southern forty, at page 
forty, in which it says, ‘‘the books of a corporation 
are admissible against the company and its members 
only on the principle that they are admissions. 
They are not evidence against strangers.’’ And here, 
it is the purest kind of hearsay, with none of these 
people there whom he seeks to bind or to charge 
with whatever is in those minutes. Furthermore, I 
point out [539] in the affidavit, that in paragraph 
six of the affidavit, the gentleman who made it, at- 
tempts to state something about a loan when the 
affidavit bears the date of 1955, the 21st day of 
April, about something that happened ten years be- 
fore, when he wasn’t present or knew anything 
about it. And for that reason, I think it is the pur- 
est hearsay. We object to the photostat and to all 
parts of the affidavit, insofar as they state facts. 
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My. Picco: We also have authorities for that 
proposition, basically, and very soundly, it is part 
of the records of the lending institution, and it has 
genuineness and reliability beeause of that. It is 
very clear from reading that that they acted and 
considered the loan application, and I think it is 
very material to the case, and I think it is admissi- 
ble under the authorities. 

The Court: The objection is overruled; the docu- 
ment may be admitted. Exhibit A. 

The Clerk: Admitted ? 

The Court: Admitted. 

(Respondent’s Exhibit A received in evi- 
dence.) [540] 
oo AP By 7S as 
AUGUST WENCK 
a witness called on behalf of the Petitioner, first 
having been duly sworn, testified as follows: 

The Clerk: Will you please state your name and 
address for the record, please ? 

The Witness: August Wenck. [542] 

The Clerk: Will you spell your name, please? 

The Witness: W-e-n-c-k. 902 Madison Street, 
Seattle, Washington. 


Direct Examination 
Q. (By Mr. Jones): Mr. Wenck, how long have 
you lived in Seattle? A. Since 1982. 
Q. What is your occupation in Seattle? 
A. I am Manager of ‘the Seattle Yellow Cab 
Company. 
Q. And were you connected with the Seattle 


616 Fred C. Niederkrome, et al., vs. 


(Testimony of August Wenck.) 
Yellow Cab Company prior to 1944? A. Yeu 

Q. Was it a corporation then? A. Yes. 

Q. And liquidated? 

A. About that tune. 

Q. In the middle of 1944. I am not going into 
the exact (interrupted) 

A. J am not sure that that is the exact date. 
I don’t have that with me. But it is about at that 
date. 

Q. All right, and was there a liquidation meeting 
in Seattle of the stockholders of that company? 

A. Was there a meeting? 


Q. Liquidation meeting—when it was dissolved ? 

A. Yes. [543] 

Q. Was Mrs. Dora F. Royce present? 

A Wes. 

Q@. And Mr. Royce? ike "Y ee. 

Q. Mr. E. Royee, Mr. B. Royce? A. Yes. 

Q. I believe Mrs. Isabelle Royee was there? 
I don’t know, but anyway (interrupted) 

A. JI don’t think so; I can’t remember. 

Q. The three that I mentioned ? A. Yes. 

Q. You were there? A. Yes. 

Q. And they were stockholders in the company 
at the time? A. Yes. 

Q. They turned in their stock? A. Right. 

Q. <A partnership was formed ? Aromie? 

Q. Now, then, you have at all times, since this 
partnership, been its Manager? A. Yes. 


Q. And does the partnership regard Mrs. Dora 
I’. Royce as a bona fide partner? 
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A. Oh, yes. [544] 

Q. Always has? A. Yes. 

Q. Does she do any work for the partnership? 

A. She gives me lots of help and assistance 
whenever she is in Seattle, and I am always glad to 
have her visit Seattle. 

Q. How frequently does Mr. Royce come to 
Seattle? A. Not very often. 

Q. tam talking of E. Royce? 

A. JI assumed you were. 

Q. Yes. A. Not very often. 

Q. And is her time in Seattle somewhat equiva- 
lent to his time? 

A. Well, I think she gets up there a little 
oftener than he does. 

Q. What kind of work does she do when she is 
there ? 

A. Well, she helps in a general way, in doing 
some checking on drivers, and concessions, and re- 
ports to me what she sees in cab activities around 
town, when she is there, at department stores, ho- 
tels, and things lke that. 

Q. Has she ever had conferences with you con- 
cerning the company ? 

A. Always reports to me every time she is there. 

Q. And did she ever discuss policy with you? 

A. Well, she reports incidents like when a eab 
is dirty, or a [545] driver isn’t tidy, or some dis- 
courteous part on the part of a driver, or someone 
else, a starter, why, she has no hesitancy telling me 
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about it, giving me the time and the place that it 
occurred. 

Q. I have requested you to bring down some dis- 
tributions of dividends checks, did you bring them? 

A. Yes, I have them here. 

Mr. Jones: I would like to have two packages of 
checks marked as exhibits. 

(Petitioner’s Exhibits 43 and 44, witness 
Wenck, marked for identification.) 

Q. Now, then, does—is there a partnership in 

there for Eunice Royce, represented by E. Royce, 


trustee ? A. That’s right. 

@. And does it get distributions? 

A. It does. 

Q. Is that regarded as a valid partner m the 
thing ? A. Absolutely. 

Q. Do they get distribution—does the trustee get 
distributions for Eunice? A. That’s right. 

@. Are those checks also here? A. Yes. 


Q. Iam going to hand you first, Exhibit number 
43 for identification, and ask you if this is the group 
of checks for 1945, through 1949, that are the dis- 
tribution checks made to Mrs. Dora F. Royee? 

A. These checks are made to Mrs. Royee. 

Q. Are they her distributive share? 

A. Yes. 

Q. Where are the 1944 checks? Were you able 
to find them? 

A. No, and I don’t think you will find the *48’s 
in here. In fact, I know you can’ We tried very 
hard the other day to locate them. 


Commissioner of Internal Revenue 619 


(Testimony of August Wenck.) 

Q. Ob, aren’t the ’48’s there? 

A. The ’48’s are not in there. 

Q. And the ’44’s? Ae What's rich. 

Q. Is that all the checks you could find? 

A. This was from May 31st, ’45. We could find 
them if we wanted to tear the place apart a little 
more, but it was quite a job to get those. 

Q. All right, were all of the distributions shown 


on her—on the books of the company—— (inter- 
rupted ) A. Qh, yes. 

Q. made to her? A. Qh, yes. 

@. By checks similar to this? A Ves 


@. J am handing you herewith Exhibit num- 
ber (interrupted ) 

The Clerk: Petitioner’s Exhibit 44 for identifi- 
cation. 

Mr. Jones: I would like to offer Exhibit 43 first, 
in [547] evidence. 

Mr. Picco: I have no objection, your Honor. 

The Court: It may be received. 

(Petitioner’s Exhibit 43, witness Wenck, re- 
ceived in evidence.) 

Q. (By Mr. Jones): Now, I would like to hand 
you here, Exhibit number 44 for identification, and 
ask you to please state what that is? 

A. These checks are made payable to E. Royce, 
trustee, and credited to the account of E. M. Royce. 

Q. Now, does that represent this Eunice interest 
in the partnership ? 

A. Eunice Royee, and her name now is Mrs. 
Dodge. 
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(Testimony of August Wenck.) 


Q. Mrs. Dodge? A. Yes. 
Q. And those are in distribution of her (in- 
terzupted) A. Interest in the partnership. 


@. Now, are there any missing checks over the 
years (interrupted) 


A. ’48’s are also missing from that group, I 
think. 
Q. And what about 744? 

A. That same period, I think—May 31st, 745. 

Q. Any distribution shown by the books in evi- 
denee—were they actually made by similar cheeks? 

A. That’s right. There is a record of every one 
of those [548] checks. 

Q@. Is her interest recognized the same as Mrs. 
Royce’s, as a bona fide interest in the company ? 

A. She’s a partner. 

Q. And you at all times recognize her and under- 
stand her to be a partner? A. Positively. 

Q. Now, in (interrupted) 

The Court: Are you offering 44? Are you offer- 
ing the 744 checks? 

Mr. Jones: Oh, yes, I am offering 44. 

The Clerk: Was 43 admitted? 

Mr. Jones: And we offer 44. 

The Clerk: Now just a minute. 

The Court: It is admitted. 

(Petitioner’s Exhibit 44, witness Wenck, re- 
ceived in evidence.) 

Q. I would like to know, in 1945, if anybody 

every—ever contacted you with respect to becoming 
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(Testimony of August Wenck.) 
an investor in the Oregon Motor Stages, an Oregon 
corporation ? A. Me, you mean? 

® . Yes. A, Yes. 

Q. Who contacted you with respect to buying 
stock in that company? [549] 

A. My. E. Royce. 

@. Has the Yellow Cab Company of Seattle, 
during the period 1949 on—1944 on, shown any 
losses? 1944 on to date, shown any losses? 

A. Definitely for the past two years it has shown 
losses. 

Q. Have these two accounts of Dora F. Royce 
and Eunice Royce been charged with their share of 
those ? A. Qh, yes. 

Mr. Jones: You may cross examine. 

My. Pieco: I have no cross examination, your 
Honor, except I do want to point out, just for your 
information without having to go into the record 
that the Petitioner’s Exhibit 43, which are the 
checks going to Dora F. Royce—everyone of them 
on the reverse side, has been endorsed in blank to 
Ezra Royee—endorsed in blank to Ezra Royce. 
aay ES Gy Ge 

F.C. NIEDERKROME 
a witness recalled by the Petitioners in rebuttal, 
testified as follows: 


Direct Examination [550] 

Q. (By Mr. Jones): Will you kindly explain 

how your stock is pledged—both—could be pledged 

both to ABC and to Mr. Royee, if it was pledged to 
Mr. Royce? 
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(Testimony of F. C. Niederkrome.) 

A. I don’t think (interrupted ) 

Mr. Picco: Will you state that question again? 

Q@. Will you kindly explain how your stock hap- 
pened to be pledged both to ABC and Mr. Royce, 
if it was pledged to Mr. Royce? 

A. Of course, originally it was pledged to ABC, 
in July; then when the Oregon Motors paid the 
loan, I may have pledged it to him after that date. 

Q. Now, you are talking about your Oregon 
Motor stock, during the time you were a stock- 
holder? 

A. Yes, after the time I—after June of 1946. 

Q. Did you talk to the Revenue Agents along 
in 1950 or °51, wherever it was—did you get any of 
your records out to look up and see exactly what 
the transactions were? A. No, I didn’t. 

Q. You were talking solely from memory then? 

A. That’s right. 

Q. Giving them your recollection the best as it 
was without refreshing it? A. Wes: 

Q. Now, did you ever tell any Revenue Agent 
that the loan was—of three hundred and fifty thou- 
sand was made to the Oregon Motor Stages? [551] 

A. I don’t think so. I think what I told them 
was that the payment was made by the Oregon 
Motor Stages. 

Q. At least you have no recollection of ever 
attempting to leave such an intention, such an im- 
pression as that? 

A. No, as a matter of fact, I don’t remember 
that they asked me that question. 
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(Testimony of F. C. Niederkrome.) 
Mr. Jones: You may cross examine. 


Cross Examination 

Q. (By Mr. Picco): Mr. Niederkrome, you— 
now, you say that you pledged the Oregon Motor 
Stages’ stock twice ? 

A. After the loan was paid, the certificate came 
back to me, but I was indebted to Mr. Royee. If I 
pledged it at all to him, I pledged it to him as a 
Joan on which I was obligated. 

@. Mr. Royce was— waited — waited for the 
pledge on his loan—his loan was back in July 2, 
1945, wasn’t it? A. That is mght. 

Q. But he accommodated you when he pledged 
—when you pledged it over on the other loan of 
three hundred and fifty thousand dollars? 

A. I pledged along with the other stockholders 
on the ABC loan. 

Q. Then when the three hundred and fifty thou- 
sand dollar loan was paid wp, why, it became a col- 
lateral for the loan that you had taken out for- 
merly from (interrupted) [552 | 

A. That would be the time, if I pledged it at all 
as collateral. I can’t ever remember them, and I 
can’t remember stating that I had pledged it. 

Mieeeicco: hat’s all, your Honor. 


Redirect Examination 
Q. (By Mr. Jones): That, however, in any 
event, was an actual purchase of stock on your 
own responsibility ? 
ee ‘That’s right. [553] 


co So ES ae Ge 
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A. L. SCHNEIDER 
a witness recalled by the Petitioners, in rebuttal, 
testified as follows: 


Direct Examination 

Q. (By Mr. Jones): Will you come back, Mr. 
Schneider. You can answer this question right there 
if you want to. In your pledging of your stock, 
what stock did vou pledge to M1. Royce? 

A. The stock that I pledged to Mr. Royce was 
the fifty-five shares that was purchased from Mr. 
Niederkrome when the ICC asked him to divest his 
interests. 

Q. And not your fifty shares you originally 
purchased? [555 | 

A. The first fifty shares that I purchased was 
never pledged to Mi. Royce. 
eo Sp EP RP BS 

Mr. Picco: We have a stipulation here. It 1s not 
in my handwriting. I know the matter of fact of it, 
but I will try to read it, for what it’s worth. “It is 
stipulated between the parties by their respective 
counsels that the fair market value of the common 
capital stock of Aldergold Copper Company was 
seven and a half cents per share in each of the 
years 1947, 1948 and 1949,’’ now, that is what we 
settled on—‘‘and in determining what income if any 
I. Royee received from that source in said year, 
that value may be used. It is further stipulated that 
testimony may be taken by deposition to determine 
the number of such shares E. Royce received in each 
of those years, if any. It is further stipulation— 
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(Testimony of A, L. Schneider.) 

stipulated that Petitioner — that Petitioners — that 
petitions of IX. Royce may be amended in such man- 
ner as necessary to conform them to the proof.” 
That means we will need a deposition. Outside of 
that, I think the case is completed. [556] 


Rc 


[Hndorsed]: T.C.U.S. Filed June 9, 1955. 


[Endorsed]: No. 15724. United States Court of 
Appeals for the Ninth Circuit. Fred C. Nieder- 
krome, E. Royee, Dora F. Royce, Ezra Royee, 
B. Royce, Estate of Isabelle H. Royee, Deceased, 
B. Royce, Executor, Robert T. Jacob, Agnes C. 
Jacob, Albert L. Schneider and Bertha Schneider, 
Petitioners, vs. Commissioner of Internal Revenne, 
Respondent. Transcript of the Record. Petitions to 
Review Decisions of The Tax Court of the United 
States. 


Filed: September 16, 1957. 
Docketed: September 26, 1957. 


/s/ PAUL P. O’BRIEN, 
Clerk of the United States Court of Appeals for the 
Ninth Circuit. 
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In the United States Court of Appeals 
for the Ninth Circuit 


Docket No. 15724 


Fred C. Niederkrome; E. and Dora F. Royce; Ezra 
Royce; B. Royee; Estate of Isabelle H. Royce, 
Deceased, B. Royce, Executor; Robert T. and 
Agnes C. Jacob; Albert L. and Bertha Schnei- 
der, Petitioners, 

VS. 


Commissioner of Internal Revenue, Respondent. 


STATEMENT OF POINTS ON WHICH 
PETITIONERS INTEND TO RELY 


Come now the petitioners, by their attorneys 
Louis Eisenstein, Randall 8S. Jones, and Eberhard 
P. Deutsch, and hereby state that they intend to 
rely on the following points in these proceedings on 
appeal from judgments of the Tax Court of the 
United States: 


The Tax Court of the United States erred: 

(1) In holding and deciding that an amount paid 
in 1945 by Oregon Motor Stages to L. R. Bentson 
in retirement of all the stock held by L. R. Bentson 
in Oregon Motor Stages, and that. certain incidental 
disbursements paid by Oregon Motor Stages in the 
same year, constituted distributions taxable as divi- 
dends to the individual petitioners and the deceased 
Isabelle H. Royee. 

(2) In admitting into evidence respondent’s Ex- 
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hibit A, which purports to be a copy of the minutes 
of the Executive Committee of American Business 
Credit Corporation, a Delaware corporation, held on 
June 20, 1945, certified by the treasurer and assist- 
ant secretary of the said corporation. 


(3) In holding and deciding that the petitioner 
Ezra Royce was taxable for the years 1944 through 
1947 with respect to the income of a partnership, 
doing business as Yellow Cab Company in Port- 
land, Oregon, which was distributable to his wife 
Dora F. Royee. 


(4) In holding and deciding that the petitioner 
Ezra Royce was taxable for the years 1945 through 
1947 with respect. to the income of a partnership, 
doing business as Yellow Cab Company in Seattle, 
Washington, which was distributable to his wife 
Dora F. Royce. 


(5) In holding and deciding that the petitioner 
Ezra Royce was taxable for the years 1945 through 
1947 with respect to the income of the said partner- 
ship, doing business in Seattle, Washington, which 
was distributable to a trust for the benefit of his 
daughter Eunice M. Royce. 

(6) In holding and deciding that the petitioners 
Ezra Royce and Dora F. Royce were taxable for the 
years 1948 and 1949 with respect to the income of 
the said partnership, doing business in Seattle, 
Washington, which was distributable to the said 
trust. 

(7) In holding and deciding that the sum of 
$20,000 advanced by Hippodrome Amusement Com- 
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pany to the petitioner Ezra Royce in 1945 was tax- 
able to him as a dividend. 

(8) In that its opinion and decisions are not 
supported by but are contrary to the evidence and 
its findings of fact. 

(9) In that its opinion and decisions are con- 
trary to Jaw and the Cornmissioner’s regulations. 

‘sf LOUIS EISENSTEIN, 
/s/ RANDALL 8S. JONES, 
‘s/ EBERHARD P. DEUTSCH, 
Counsel for Petitioners. 
Acknowledgment of Service Attached. 


[Endorsed]: Filed Sept. 26, 1957. Paul P. 
O'Brien, Clerk. 


[Title of Court of Appeals and Cause.] 
STIPULATION 


t is hereby stipulated and agreed by and be- 
tween connsel for the respective parties, subject 
to the approval of the Court, that the documents 
and exhibits inclided in the transeript of the con- 
eslidate] record in the cases on review need not be 
printed, and that the aforesaid documents and ex- 
hibits not incorporated in the printed record shall 
be considered for all purposes as a part of the 
printed record herein and may be referred to by 
counsel in their respective briefs and on oral argu- 
meat: ar reyrodnced in whole or in part in an ap- 
pendix to their briefs; and considered by the Court 
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with the same force and wifect as if acually in- 
ehded im the printed reeard on review Bled herein. 
s LOUIS RISENSTEIN., 
Counsel far Petitomer. 
Ss CHARLES kK. RICE. 
Assistant Attermey General. 
Oownsel for Respondem. 
[Pudersed]: Filed Sep. 28. 1957. Pavl P. 
O'Brien, Clerk. 


(Tithe of Oourt of Appeals and Cause.) 


DESIGNATION OF QONTENTS OF 
REOORD OF PRINTING 

Petitioners hereby designate for prnmar the 
followime parts of the reeord in the abore-ontiled 
cases matenal vo the consideration of the pen- 
tions for review: 

1, Doeket entries of all preeredings befor the 
Tax Oourt. 
2. Pleadings before the Tax Oourt, as follows: 


(a) Petitions, imeluding annexed eopies at 
nohrees of deticioneies. 

(bh) Anawers. 

3. Tutrodvetory paragraph of Stmlanen of 
‘nets Aled on May 14, 1955; paragrayhs mundered 


Le, a, 14, 1A, 18, BR RB, OW, amd BW of sari 
tion of Paets: and the twe paragraphs 


630 Fred C. Ntederkrome, et al., vs. 


headed “Exhibits,” appearing immediately after 
paragraph 43, of said Stipulation of Facis. 


4. Supplemental Stipulation of Facts filed on 
June 1, 1955. 


5. Portions of the official transeript of the con- 
solidated proceedings before the Tax Court, as 
follows: 

6. Memorandum findings of fact and opinion of 
the Tax Court. 


7. Decisions of the Tax Court. 
8S. Petitions for review. 


9. Statement of points on which petitioners in- 
tend to rely. 


10. Stipulation relating to documents and ex- 
hibits. 
11. This designation of contents of record for 
printing. 
/s/ LOUIS EISENSTEW, 
/3/ RANDALL S. JONES. 
/3/ EBERHARD P. DEUTSCH, 
Counsel for Petitioners. 


in 


Acknowledgment of Service Attached. 


[Endorsed]: Filed Sept. 26, 1957. Paul P. 
O’Brien, Clerk. 


